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PAitT I 

··- t ......... . 
1'ht- Co pay was. iacorporared UDder the laws of the Statr of oa.wue i:a 1919. Oa July I, 1916. lihe 

Company id.co:rporated iu domestic chemkab aad buildia.& materials di\IU.ioDs r.o thae each o( dlesr 
bu.siDeu umu is DO,.. opm.ttd as a wholly-owned subsidiary of tbe Com.paay. GAF Corporatioa. h.u its 
priDc:ipaJ e~ecutive oftioes at 1.361 AJps Road, WaJDe, New Jtney 07<470, ~elepbooe (lOt) 628-lOOO. 
UD.Ies$ the c:oateat olherwise requires .• the ··•compuy• ~~rers co GAF Corporetioa ud iu subsidiaries. 

T'bc Compuy's principal domestic operatio'll$ ue collduatd tbtoUfh ill wbOlly-owaed subadiatia: 
( i) GAF Chemicals Corpon.tioa ( .. OAF Chemlads" ,, whicb operates.;.; tpecialty chemical plaau aod 
four miDen1 panules plaots. ( ii) OAF Build in& Materials Corporatioo ("'GAF Bu.ildifta Materiab" ). 
wbicb ~ teo roo6q plaau. two ,tass 6ber pbDu ud oar &laa mal plaor. a.ad ( Ui) GAF 
Broadcastina COmpa.a,y, lac:. ( .. GAF lboadcasliq .. l. which owu aad open• a dulical aausic PM radio 
station. WNCN. iD the Ntt.o York. City mark~t. 'The Compey's l!lwudoDal operatiou are conducted 
thto~p I Gumber of whoUy-owned fOmp IQMidiaries, bruc:bes aa4 iftdepeadO.t diltribUIOrl. 1ft 
1ddition, a tpecia.lty cbeaW;:a.l pluu i.a operarect by GAF..,H~ Chemie O.mbH ('•GAF·HWs'•), a joint 
vaJUre betweeo dte Campaay aad HOls A G. iD Mad. West Oetmuy. 

rmaacial idorm.adoa (X)DClerni.nl the Compey's iDcluacry sepnents required by lrem 1 is iDduded m 
the Company's Annual Repon to Shan:hol~n for the fis.cal year eaclcd December 31 . 1986 ( tbc •• AMuaJ 
Report") im Note I of tM Nores ~ CoDSOiid.ated Fi!P!Ici&l SrateiiH!DtJ. 

GA.f CHEMICALS CORPORA nON 

GAF Cbemieals maAUfactures aad 5db cwo major poups of apedalry c:bemkals ( acttyleu 
derivatives u.cl mtfac:taats ) and a line of mineral roofiq tJaGules. 

Acny/IM /HrlWJiit~~s 

OAF Chemicals manufactures more thaa 75 diJrerent chemical procluas derived from aoetyJene. 
Maa~ operatiom iDdude a W,Jde variety ,of p~re. tellq)era.tUJie, cawytie ud other pJOCISiiq 
seeps. These special')' cbemiats are sold primarily 10 the phamw:eutied, cotmetia. pllauia-. autOat~. 
acricuJtural, textiles.. oil and eas. paper and priJu c:oati!lrs ladusuits worldwide. 1'he:se products ae· 
marketed in four poups: intermediates, solvents, polymen and vinyl ethers. 

INtmllt«Jiat~ i:adude· bu.ta:Dediol. THF ( tataby4rofutaa ). bu!y~Xdiol. b·utettediol propa'I)'J alcohol 
and Buroqtnee' 497. Buwaediol is used by OAF Chemicals as raw material in muuflc:ttlriD1 solvents., 
polymers aud vinyl ethers. Butanediol is also sold to customers, primarily for usc in ea&ineerinl plasnc:s, 
urethane elastomers and thermoplastic: urethanes. Proparayl alcohol is sold primarily i.D the oil field and 
a,r:iadi.'IU:al market5. Bueynediol aad Buroxyoe 497 are sold prim.arily to tbe metal plaunc iAdu.suy. 
8u1eaediol is used as aQ inccrmediatc in biocide$. ud phatmaoeuticah. 

SoiwnuJ an: iOtd to customers u hip performance produc:t5 for use in a variety or iftdustries aad 
illdwie .BLOt (butyrolaaoae), niF, ~-Py!ol4t or NM,. (N-methyl-2-pynolidoae) :md 2·~ (2-
pynoljdoae ). They ~ uaed by OAF ChemicaJs in JllaAU(~ polymers and other: dow~am 
products. They att ~14 10 curomen fo:r * iJ!Ii apicultural, foundry biud« ram aad litboanphic 
applications ( BLO); alfkuJnaral, wire aud other coaW!p. plu!ic$, elewonic microdUps ud in1Cpated 
circuics.lubricadon ·Oil extraction and cas purification appticatioDS ( M-Pyrol); viayl top ooatlnp. mapetic 
cape aad PVC C~t~Datts appli(2tioll5 ( THF); and pbarmaceutkal. vetetbwy and ooatinp ;applicado:ns (2-
Pyrol ). Sbloe 1985,, M~PyroJ bas been panted · ·uempt from, colaaaee" SQ.NS by the 0 . $. Eavimomemtal 
Procectiou .Apocy for preharvest use as an men iaprdien1 m acricultural chemieal produas. 

Polyrrtns are :SOld for specifi!: appbc:atioa.s m the c:o~metics, pbarmaCie\ltial, eoe'l)'. chemical 
m.uu.facnariaa. bevera,e, adhesives and radialioD curine iadusuies. v.Pyro .. (N•\'Uryl-2 pynolidone). 
the tnano~aer from which PVP polymers, and QtMr do•usnam producu are derived. is itself used. • • 
reactive diluent for r.he radiation ¢i.IMJ iad'"'uy, a oomorw>mer fot tbe maaufacrure of viscosity index 
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i.!Dprovers. for premiWD mctDr oils as weU as enh.uc:ed oilii'COVety.cbeaUcals lad as a pipnau ditpm&IIIL 
Tbe vi:Dylpynolidoftc baed polymers indude Plasd'onee polyvinyl' pyrrol.idoae ( PVP) tad Pblypfadoaee 
aDd Polyd.,. polyviftyl polypyrrolidooe productS. The m.ejor appllcatioas for PVP polymen are m the 
CIDISIMtic ud pbarm.aotubc:al iadustries respeetivcly. PVP iJ used u .1 biDder, ~ta~bilizar, pm&ecdve eolloHl, 
film-former, adhesive d~rollicut. adjuvanc and rilcmicy modifier, pb.anUcN1ieaJ eadpient. dru1 a.ad 
vi1.llllin tablet binder. coatiDaapnt and processina aid ia fluid bed IJ'UullcioD. New uusdennal devices 
ulilile lhae polymers to pro\oide ume-oontrolled medicatloa .desiped. 10 ,remai.D. active o~ Loq periods of 
time. Po&ypiMdoac Xl md XL 10 produ.c:ts arc ·...ad• as d.na1 aad. viumia t.lblct 4i~Unearuu. Pol.rcf.,. 
AT ud Polyda ... 10 are used as clarifiers ani dWl·haziDI aaeau ror beer, wiDe, (Nit jlaion aacl other 
bevefqes. PVP·Iodi.De is a water soluble. non-sflinina. microbiocidal pcoduct Uled ill bumaa I.Dd 
~· appticaliom. Gafq\&1~ prod uta a:-e 61m-for'llliQa polymen '.-d. iA IWr cue produe~~like the 
popular movs.se products, as well: as comlitioaen, pis aad J[ues. Gacdl polya.en ue ~•led 
pyuoliciones sbowint nryina dtllftS of solubility ill water or ill miDeral oil &Del tolvenca wbieb are used In 
c:osmctic applic;:atioas .sudl as water-«Sistam eyeliaef aad lipsOc:k. aad iadUICrial ~~DoDS suc:b u a film 
fonDer in shoe potishes and 1 dispenaa1 iB ap'iaa.lwrai cbemica.l tormubdord. Copolymen of vtayJ 
pynoliclone and vinylaoeuce, tbe pvp /VA copolyfllen, Ire used acensively for adhesives ud for variow 
bair caR prodUCIS-

Jii,l EtMn ioclude moQOtnen aad coporyme~ marketed LUider me Ou~ trademut aDd an 
primarily used In the cosmetiC$ and ph•nnaceu.tical fields.. R.eac:live moaomen are employed u buildine 
b&oeb for various atrlcutnnJ and pbatlnaceuuw dr.emi"-'$. Appii;ations of me oe,polymen iD. c:osm4:'Ucs 
i.adude hair spnys. bair srylinc ud1 other bair care producu. while is lbe pbatm10e•1Uc:al kfd. datuz:e 
adbcsives and tanar oontroliOOthpu•e are the major uses. The Gaftetez copolymers ate also wed as film 
formen iD ·coatiJ2.1s.. aabili.zers. il'l adhesivts aad otber ia.du.ftrial uses ud u lbh:keaers and crystal powth 
UWbiton iD deteraeat fonnulatioM. 

SfU/actGfiiJ 

GAF Chemicals maaufactura and sells surfadaBIS ( surface active aaeau ) aod $peci.alty phosphace 
esten. Surl'actanu are or;.anit cemicaJ eom~u:nds thar possrq detertent. emulsifYin&. clilpcniD1. 
foam.iJli, peaetrati.na; and wettinJ properties. A major pan of surfac:taDt outpu.l is used iA the production of 
pat:bpd. soars aod daerae-u for household. indUStrial u4 lmti:tulloaalua. 1ibe baWac:e is used ln pulp 
aad paper makine; tbe maaufactu~ or apU:u.ltutai! cbemic:a.k, CIDI~b.e'tic:s. polymer emukioas.,, metal 
lubricants. painu and pharmaceuticals; textile and. leather pma"SSinc: oil drillinc operatio~ and many 
or.ber products. 

CiAF Chemicals' broadest surfactant produa line is the laepal• series of altylpbenol ecbcf.MYiaiCd 
surfactants iOid primarily to customers for usc in ( 1) household, illdustrial and iDicitu.tional d.eterpnts. 
( 2 ) emldsion poly-.:nerizatioa aAd ( 3 ) ~Uiiles. lttpal sutfaClUlS have a aide variety of uses. indudinl 
de~eraenc oompouocl.iaa (laundry. dry deanin&. dairy. metal and household applicados }. wuhiac and 
sco...nn, of natural and man~made tet.tile fibers. paper deinkine. corrosion inhibidq. wa~er repeUa:nt 
finishes. rewettma: a,ents for paper towets and tissues. wett.iJ)e and spreadin,e a,eau iD water bucd paiats 
and for eunakioo polymerizatioo of vmyl aaa.e ed po :yvi.Dyl aceu.:e ud odaer: syatbetie latQ emukioa$. 

OAF Chemicals' Atipal• produeu an a line of anionic blah foamin& aad frothifte, emulsifier aaents 
ad dettrpnCS. ~flea produced tor a small oumibet of CU$10mers for use 1m specific applications. Major 
users ate the ettn:dsion pol.ymeriution, ptwmaceutical, •piaaltw:a.lt ud oosatelia iadusuies. 

Tbc laqest applications of Anwa• ud Gala~ phosphate esters an dereshwioa or hardwood pulps 
aad COrroston mbibitors m coatin.p. Amtara pbo$pbatr etten llR •I<~ to tbe metal wortiq industry aad 
Gafac pbospha~ ~rs aR !Old 10 a variety of industries, from p•per lO apia;aitwe. 

The majo.r markets fo.r l1epo- alkyl ester sur!acwau arc S)'lltbetic soap batS, dcDtifric:es, shampoos 
aDd other msmetic p.reparari.oas ~at:ile procasiat ad acricultwal ~u. 

ADraro~ nonioo.ie sl.ltfactants are low foami:na addicjves for ~mme~al and i!ldusuial dflerpau. 1nd 
ue primarily .sold for use ill spray metal ·cleaners, maduoe dlshwub.•q; decerpnu, riase aids ud wtlile 
proot:vinc, 
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Peao~ block copolymer DODioaif: surfaa.antS are low tO bi.th fou:U.nt adclrtives or P~l aids foil 
diivene applications sudl as ~'ina aids. clishwa.sbiq detert:ents., :fiber spin &Dishes. tCXtie pl'OCC$$Utl, and 
c:os.metic ud pbarmueutical reb-

Specialty pbospbaces arr 1ded by .muufactuft'rs of ftoor waxes ud fin.isba as levelin.a aaenu, and by 
pl.udc manutamuers as low tempera~ vinyl pi ri.cizen. 

Ml-rtJJ Gf'QJIIIUS 

GAF CheD'iil:als aWte:s and c:nashes a.onporou.s basah Rid.. fro its owa quarries, producme various 
types of natuta.l and ceramic coated miDcral ~TQUles •bicb it selb 10 the roofiDJ iDdustl)' for usr as a 
m.il:l,eral s.uri'ac::e on uphlt roofina. 1'be lQC of ann'lla i:n roofiq contributes substantially to iu 
watberiq e~pability aad imparts the decorative coJoraboa io shiaps. Two .IJOUPI of by•products from 
the wanufa<:e~U"e of aruwcs an~ .-1so m rbted u ~raJ fiU~ for~ upb&lt ooatim1 or shiqles ud 
tem:Us coun materials. 

O·AF Cbemic:a! ... • lfUules busir~rc:g benefits lrom lbe c:wTar nad amoq: roofiq muufac:Nrel'1 10 

a>aven production 10 pass fiber substrate' u tbc tJass product req~ IDOR panulcs per Wlit of upball 
roofi.DJ. In addition. tb.e i.ncnued. poPularity of beavyweiaht ~a.al s.b.i.Dalcs •hkh simulate 
wood lw iacrased punic demaed ic dw 1tbe:y requU:e 25 perc:.u1 more ,ll'aDu.les dlaa lower.mlt. 
oommodity sb.inales. Granules a.ad their by-prod\ICU ~n• sold 10 asphalt roofiaa muufaerurers th.roua,ho1111 
most of the Uaited States and in Canada. GAF Buildifte Ma~erials is GAF Chemic.als• Jarpst purchaser of 
lfU'Wes. These p.u:ebases 3ft at matter prices. 

Otlt~, Products 

rGAF Chelaic:als m.mufaC!liUrt:s i.roo catbor~yl aad troD powde.n. for lbe a.erospace. electrol'liC$ and 
powder metaUurg:y Q!ldustries_ 

Rilw Mautrials 

Tbe raw materials used io tbc production of ehc.mical pi'Od&KU m purdtased fiQm a bqe -pmber of 
ouuide sources, in f!li.D)' cases pursuant to supply roatracu. Cenaio of the raw materials, i.adudinl 
.accrylene. are obtained from lim.ited $0W'Oe5 pursuant to Joa1-tetm supply coatJUU. Witb ta.pect to 
aee1)'1ene. GAF Chemicals is supplied dom.e:sticaUy atlhtee localiou by rwo suppliers. GAF Chemicals' 
produc:t:ii may aho be milllufactU~d from butaaediol ( addirionaJ quantities of wbicb may be imponed 
from GAF-Hllli in West Germ.any). GAF Chemicals believes that, iD the eveu1 of iutenuption of supply 
of raw materiab from arrrent SOUI'CC$, h oould o t.aia ad.equ.~e supplria from aberute sources. 

R.aw materials derived from petroleum or natural aas ate used in many ot GAF Che.micals' 
manufacturine processes and. coosequenL y, the prio:: and availability of petroleum and natural aas are 
material to the costs of operations. GAF Chemic:a.ls bas obtai:ned. and expern to continue 'o obtain 
adequate su.ppties of these products at reasonable costs. 

In rc:oooectioa ·wltb irs minenJ JfUWes ,openao.n.s. GAP Cbemieals owns lhree quarries. with proven 
~"''" of m<1rn~ than nwenty yeus each,. located io AaDa.po~ Missouri.. Blue RidF Summit. Pennsylv -
nia, and Pembine. Wisoon.sm. lD 1985. the Company purchased land adjaceat to two ofdlese quarries for 
addiuvpal &:rii.D.uld re&erv~. In L ~85 aad 1 986, capacity wu incre,a.~d at these three plants. -

]ltt~tiortal ()pnalloi'IS 

The Compaoy'.s mtemationaJ opcratiollS., which are coosolidated io the results of OAF Chemicals, 
c:o:osist priDcip.ally of the markelliaa and distribution mrematioroaJ.ly rof daemic:al prodw::t.s manufadu.red by 
GAF Chernieals in the United States. Subsidtarics aod brnches are l.ocared m1 various countries or 
Western Europe aDd in Australia, Brazil. Canada. Japan, Mexico and Sineapore. In certain locatioru, sales 
are made throuJb rd"triburon ra!ther tban tbroup local S-ubsidiaries. 

The Company's foreign subsidiaries abo market ou~aidc of c.hc Unlu:d States the liquid proc::ess 
fi.luaoon systems ( conststing of filter baas manu.factured by three foreien subsidiaries and hardware 
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produced to the Company•s spec:ifiQJ.tions} which are used 1n me prod.ucrion of pbarmac:eutical.s, oosmetics. 
p&i.a.t. food u.d bev.eraees. 

ln addluOn. GAF-HUis .. the Wesl Germao join1 v~o1ure. operata a specialty chemical ptarn for w 
.manufaCture of buLtDediol and THF. which are marketed throllJh the Company's and GAF-Hllls• sales 
force . 1!D mid-l 986. tke capacity of 1t.bat pl:a:Jt~ •as doubled- ·OM of me intermediates produced U1 tba1t 
pl&Dt, bcu.ancdiot i;s also sold co GAF Chemtcals for U$e as a re.tstock in iu Uliiited Slates plaDIS to 

supplement. dom~stic: sources. 

In 1986, die Compa:ny•s ini:CI'Dauon.a.~ ope.r\li~oas. illeh:adint ap:ltl aJa fro1rn do·mesuc o.~rations. 
aeeowtted for approximately 34% ofGAF Chenucah· ne[ sa.les. Tb~ Compa.oy does 001 bdicve men: are 
.uy oousuaJ risks anendo.nt .)D its foreien operations. See also Note 9 o( the Notes to Coosolidalcd 
'FiDanrial Statemenrs i.o ·the: AanuaJ Report for h.ancial infol1Dari.o;n by IC'OJnpb.ac: areas. 

PtJunr:s. Tttl4kmarkJ. ~rc. 

The Company oWDS approJtim.a..ely 445 domestic ud 371 fomcn .pateniS ~d apprQJUmatefy 139 
dorQestic: :u~d 6~ ro~ trademark tepsttatiollS tda.e.d to the busUt:ess of GAF CbelfticaJs.._ The 
Company believes its ripts under its existina patents and pa,ent applications to be material .iD order to 
maintaill iu presenl position m the indu.suy. The duta.uon of the eltistin.& patents lt!d patent lic:en.s.n is 
deemed 1enc:J .illy· satisfactory. 

s~IJ$01lDI VariatiOfU; Working Capital, Cwtoml'rS 

SeasoDal variatio.o:s art aeaeraly not materiall Eo the busiaess of GAF Chemicals. 

Inventory balances are seneraJly sufficient to meet CU$tomer demand and do not materially deviate 
from :standards for the mdustry. GAF Che.micals does notaeneraUy provide for extended payment terms 
to customers. 

GAF Chemicals seUs to a wide vanery of industrial customers with particular emphu1s on the 
phannaceuuea!l and cosmetics Ln.dusuies. N._, sini:le ctmomcr .or arou,p of cu.ston:ters uoder common control 
Ui responsible fo r sale~ an exce ~ of 10% of the CCQSOtidated ~veuua ofdre Company. In a:nain iDSLa:Oc:es 
a siogie cust.omer m.ay purchase all. or a stgrufieam pan, o( the ourpm of a particular product. The 
Company does nor believe that the los.s of any one such eustomer would bave a material adverse effect on 
the business of GAF Chemicals. 

Backlog_ Marlutinr and Salls; Com~titil·~ Conditions 

Backloe is not ma.eriaJ 10 dl~ business of GAF Chen~:icals 'or any of its ,priDcipaJ products. 

Sai:es to the federal government ~~~ not rnatertaJ to the busineu of GAF Chemicals. 

GAF Chemicals selh its prod~.;cts pnimaril)' lbroueh iu ow.n sales for.ce in 1Lhe United States. 

GAF Cherrucab as the sole United Star.es producer of a (X)mpletc line of h.Jgh-pre:siure acctylene,-based 
c:b •mica.Ls. OAF Chemicals compele:s. in its ar::elylene derivatives Line with a major forei&n competitor and 
wrilh another haqe company wrudl manufactures sub.stanli.all quantities of butanediol and THF for Its own 
use and fo:r sa.Je to others. 

Ill the balaoo: o( i~ cberrucal bus1ncs.s.es, OAF Chemkak oompetcS with many c:nmpanies. certain of 
wbleh a« :s.ubstanlially Jaracr than GAF Chenti.cals and oi1h a broader ranae of products. Genen~Uy. 

GAF Chemicals has c.asponded to t:hb competition by emphaswnc product tMovadon. product quality, 
reliabiliry or supply and customer service. Th~ Company believes that the a.reat siu ud divers.ifi.ed nature 
of l.bc chemical ia.dusuy makes i1 impoS!abi1e 1to &ive .1 meanmlful estimate or lbe r:e'!adve position of G.AF 
Chcrnieals iD the industry. 

(Usearch and D"'elopment 

Research an:d Developm•m• e:lpenscs for both GAF Chem.icals a.ad GAf Bw.ldiaa Maten.als in l9 ·6. 
l98 S acd 1984 arc ~resented u1 Note I of lhe Notes to Consolidated Finanoal Statements appearing iL1 the 
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AnnuaJ Repon: and sueh tirure.s <t~· inrorpora.c:ed lr.eretn by referen'-·c- Most or · ~le a.n1ouots shown were 
expended by GAf Chemica.Js. 

A:s or December 3 1. 1986. l62 employees were eora&ed in Company-sponsored ~arch and 
dr-vdopmeat. GAF Chemicals continued 10 e~pand 1:~ rnearch. and development ellron for oe• produas 
and new applications for e:xisliol prodnets. A new produa l.ioe named ·~Surf~done"''' is unde:r 
development by GAF Chemicals' researchers. Sltrfadonc url'actants tOmbine GAF Chemkals' surfactant 
and acetylene chemistries. ln additi.on. GAF Chemicals introduced a nu.mber of new or improved products 
m each of irs product lines in 1986. 

The Company e1peaded $911 J ,866:, S568.4S 1 and S I ,473,086' .on eu.sro:mer-spoDso~ res.eardl and 
development service$ for the years 1986. l985 and 1984, res~ctively. 

GAF B tU.DING MA.T'EJUALS OORPORAnON 

GAf Builid.ina Materials manufactures and sell's. mofinr materia.lis to lhe residenti•ai and commefcial 
roofing industries. 

Rni~llliQ/ Roofing 

GAF Buil .. m.s ~bu~rials manu(aau:res and seUs a complete lilac of resideadal roofina shinates. 
Shingle.) ue made from tiber gl.w mat, coated wi'h waterproo·fing asphalt oD both sides and surfaced with 
ceramic coated miner.U annules. 

GAF Buildlin,g Materials· principal prodoas are its Sentinel•. Timberime. and Royal Sovereign• 
brand s:b.i.D&Jes. Sealinel shingles; are GAF Buil!ding Mat·en·als.• standa.r:d s.hioele pirochu:1line .. Timberbne 
premium rooftna shi.neles are a three dimeBSional. heavyweight, lamjnated product o.tferini a Class A. fire 
raring. lon1 term durability and 5Uper:ior aeslh~~ics. The produCt has aalned acceptance as a repl.acement 
for wood sbake shmelu to i.mpmve th1e appt"arana: of .bo1mes and e-fihailii.CC the vaJue- of property. 
panicul•rly i:P a.rid pa.ns of the country such as Texas and Califom~a where fire codes impose .s.tnct 

requirementS. Roy.aJ Sovereign shin&les. intr()duccd narionwide in 1985, are designed to capitaliu on the 
emergins .. mtdd.le market•• for qual ity roofine sbin~les at a just sligbdy hiJher price than standard Sentinel 
shingles. AU of these :types of shioeles are soid :throughout the Uniled States. 

In December 1986. GAf Building Materials imroduced irs OAF WOlld Line"" shiocJe, a ne-wly 
designed mid-weight. laminated uphalt shingi• wi.th a Class. A lire ratin,g. This newesr addiuon to GAF 
Buildma Ma1eriaJs' line of residential roofi111 products is manufactured in Mobile. AJabama for 
disrribution in !be southern United States. In . dd1itiom.. GA.F Buildine Matcriab 1\as a:nn.ounced plans to 
iascaU cquipmeut in ia. Da.Uas. Texas:. fo·nt.ana. California and Bsltim.ore. Maryland pluts to manufacture 
GA.f Wood Li.ne shinaJes. 

GAf Building Malenals abo manufactures and selb roU roofing. a less expensive type of prepared 
rooful,g than shineles. which is LaSed primarily on sJmaU residential and commerci.al structures. ·such 1as 

cabl.ns. shed~ and utility boil.dings on·tb pitched or aendy slo·p·iog roof lines. Roll roofing is also made from 
a11 aspha.lt·impre&nated eJass mat a.ndl may be surfaced wich eranules. 

Commer!'tol Rooji11g 

GAF Buildma: Ma.terials markets a com.plete line of buiil··up roofinc producu a.n.d a()(lessories for use 
tn l.be application or built-up roofine. B'Uilt·UP roofi·ng is a. rorm of roo·llli whicJl .. u:mJUc.e shincics aud roll 
rooftn2 producu. Ui usembled on lhe roof by .applying suc:=ssivc layers of roofinl membrane Wtth hor 
a.spbalt, and . . m some applicatiom. sraveL Thermal tnsulation may be applied beneath the: membrane. 

GAF Buil.d.ma: Materials manufactures a q,ua.lity glass membrane under the trademark GafeJase. 
wbich is made from uph.a1t tmpreanated glas$ fiber mat. In t 984. GAF B·uildina M tcrials compleled iu 
total convenion to glass tiber bu.ilt•Up roofin2 and, with its captive supply of a;Jass tiber, is in a position to 
take adva:nta,ge of the expanding gJass segment of built-u,p roofing as the industry phases out or1ank feltS . 
GAF BuiJdme Materials also sell padaa;red asphaJ:r and accessories such as flasbia,gs. ven·t. sracks. 
fasteners. cements. coaung:s a.nd roof ulSul~tion s.upphed by odaer manufa:eturers. 
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In the fint quarter of I. 986. OAF Bull din& Matj!tials staned to maaufaCNre aod seU modified bhurnen 
productS under the u•dematk Ruberoid• MB i.Jl the United StateS. nus Succe5$ful new prodl.?ct line 
.c:oft!ists ,of roofin& lnltHDbnnes 'urilizi.ne polymer :modified asphalt rriatof'tlltd. with a tou&h polyester 
a.o,nwoYeo mal. Modi.fied bilvmen systems provide bip performance dlatacterisna. sudl as weather and 
triter resistance, and labo~r cost savi.nas d'ue to ease of apPlication.. OAF 8uildm& Materials ' Moun1 
Vernon, Indiana plane was e;~~;pandcd to install a new maaufaaurinaliH for several varieties of modified 
bitumen roofinl membranes. 

The major raw materilh requi.Rd for the manufacture of GAF Buil<lina Materials• roofina productS 
.an aspb.aJt. ,llus fiber. eia.ss liber milt . . fiU,·r ~. 1enerally crushed or pulverizeo limestone, p-anj.te or sand) 
u.d paoules. Asphalt aod filler a.R: availab~c from t larte rpwnbec or su,ppliers. GAP BuiW:in& Materialls 
currendy bas contractS wnh severaJ of' these suppliers. with orb.ers available u . subtaN~a. Five o( OAF 
Buildioa Ma1eria.ls • rootina: plants have easy aoc.ess tO deep water pons allowina deUvery of asphalt by 
shir, the most econonucal mea.DS or transport. 

RoofiQcJfa.D.uJes are purchased fro,m GAF Chemicals and from Other .supptien. Over me lasr. ~ 
years, the mdus.uy bas switched trom oraanic feh to &lass fiber mat as dlt .. substrate•· or base l'ayer for 
roofing products. Shin&les made wich elass ma1 requite substantially less asphalt the do sbinaJe' made 
from an or.ramc felt mat. reducina costs for aspb.alt and increasina use of era.n.wes. GAF Buildina: 
Materials has a pJanr wbicb mak~ &Jass fiber a:uu for iD!:C'mai COB$V1nption and two piaq1ts ·w.hicb 
m,oufacture· chopped eJass fiber ror mal subsuate. prenniniDe Ql.mpl ·re il:nqradou of the roofina 
m.anufacturina: process. 

f'.aJ~n.ts. Tnilknfarks, ~lc. 

The Company owns approximately 40 do,mestic and .Sl fomp pateau and 'ppro:Umacely 66 
dome~11ic and 190 foreign Ita demark ~J]strations related to the business of OAF Buildin& Materials. The 
Company bctieves tbe patent prott: .:on coverin& c:e-naio of iu products to be material to those products, 
but pa1e0u a~ n.o1 of material sigqifieanc:e 10 the bu:sioess of OAF Bwd.iDa Materiab, oor m 1the iadustry 
aeoe'f'3.U.y. The duratio'c. of the exisnoe pateniA and paean lieo!asa is deemed ae-:rUI.y sarisfaaory. 

S~asonal Variations. Wo,.Jdn.g CapiUJI, Cu.ttomttJ 

Sales of roofing products in th.c no:nhcrn reJions off the Uruted St.a1tes eeDeraJly decfule ,dUJ'Ine me 
wloleli months due ro adverse weather coodi.tiou. To maintain a more C:ODSI&D1 feveJ of man.ufao:.uring 
and sales, OAF Buildins Materials bas followed in l986, as weil as in previous years, the praetice of 
••wiDter datina.·• in such regions. pursuant to which advan(aaeous extended credi1 terms arc offered to 
,CR:dirworthy CU$tomers who orde r and a.ccept del iYf:r 1 of roo6n& and i.nsulation dunn; me wmter months. 
A 4•winfer datm1" ,p:roar m ~also beio.1 offered to custolllCrs m 1987. 

No sing.lc customer or group of customers und~r c;>tnmon c:oouol is mponsi ble for sales in excas of 
) ()'% of the co&olidated revenues Qf the Compa:o.~ . 

B.ackJog. Go11~~n1 Stiles, Com~t tft~~ Coru/j(IQIIS 

Backlog is not matcriaJ to the b~i.nns of GAF Build ins Materials or a.ny of iu principal products. 

Sales 1:0 tb.e rede.r:all iOvemment are nor material to lhe bv.Uness ,of GAF BWJdi.aa Ma.~erials. 

The mon.oe produaa industry is. b.i:al!dy competitive and iAdudC"S at tease five oth~r cnajo~r eompeticon . 
and numeroU$ re~onal competitor'$. Competition is based laraely upon price, d tstriburion capability. 
wmplementary producu, credit terms and raw materials supply. GAF Buildina Materials. lhrouah its 
sualegic piant ocatllons. is well positioned m the marketplace. especially for sales to dlsrributor:s, as a result 
or ravorable raw material' oo:sts and the faa t:ha( i1: offers the m:ost complete line o.f .residenual roo,fi.na: 
produCtS m the induslry 
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OAF Buildwa Materials market$ its roofi.na products throueh i~ owe w .es force wltich is based in 
di:slriC1 wc:s roffi,ces across thr: Um1ed St.a~es. A m jor portion of irts sales are to wholesale di.stribumr:s wko 
reselJ «~ toofina contn:ctOts and delllen. The remaindef of tb.e sales aR eiwr co tetaile:n. who seU to the 
c:onsumer market or d~ 5ales to the c:onstruetioo indu.stry. 

For several years. prices in the rooting llldllStry have dec!.ined. To meet Ulis tteqd, OAF Buildio.a 
M.aterial.s m.aia1aim aarusive Ph>lfiU11!i 10 !'e· u: n .w material and otbcr costs,, au~Gma•t: producuoP 
facilities, intro<luet new products, empha.stu salts of proficable tuab YalR-&dded producu and maunain 
sales at a relatively hlah level an relauon to p~ .aat eapacitia. 

/U#I!JNit IJM [)n~lop"'~ltr 

OAF Duildi.nt Materials ~. OOOSland}' eneaced in n~w products developmellt and pl'()(;("ss improve
mctUS leadiD& to cost .~vtnp aud iDcreucd maluafac:turiDI eflicieac:i.u. Durio1 the lint quart(l'r of 1917. 
GAF Buildin& Marerials also aJIDOUDeed. the iaODdw:tion. of two new producu: tbe Ta.mben:ex"' enhanced 
hip and rid&e and tbe· Weadt.er Wu:h .. wate1Jil'OOMJ sh.inaJe umderlayment, which acts. iU aD ru and 
warer barrier. 

GAf BROAOCA.STINC COMPANY INC. 

OAF Broadcasting owns and opera res WNCN •. I 04.3-FM, a ex~mmerciaJ radio statiQn broadeastin~: 
classie&il music ao.d cuhuraJ proerams in the New York Cicy merropolitaA ~a. WNCN is on the air 24 
hOUI"$ a. day. 7 days a ·~k. GAF Brooadcastiat also pub . bes a mOGthJ!y maamne. K~Yilot~. ·which j,s 

devoted to classic3J m.ustc and me aru and indudes a oomplete prolf3,m auide for the radio station. 

Sec "lt~m J. £..4al Proc~fiitngJ ' ' below for description of a pendin& lawsuit u:mceming WNCN . 

Investments 

The Company holds a variety .of sJ,on~term investments in domestic and foreign tnst.rUments, 
mcluding prefen"ed and common stodc. fixed iDOOme securities an.d tis~ arbitTaae. divid ftd apture and 
stOdc 1 futures arburaee po·sitions selected 10 muim:i.ze inoome return. The averaae amount i.ft,vated io 
these prouams durtng l986 was approximately $247 million ' These' itwestmertu are reviewed on a reawar 
basi$ by the Au.dit Committee of m.:· Board of D~or:s aad by the full Board. 

The Company from ume to timt pwcbues se<:u:rnia ift. other eorporauons.. Oll&rinrg 1986. th~ 
Company acquired over 9%. but less than lO%. of the outstanding common stock of Bora-Warner 
Co.rporatioo aod CBI .llldustrin.. Inc:. and. as of the end of the yf!ar. the Co.mpan)' held thO$C posiuons as 
weD u posinoas iD the smdc of other pub.ticl.y...,wned <nmpa.uies;, mcJu.d.ing Uruon Carbide Corporauon
Oo March 27. 1987, tb~ Company acquired add.itionaJ shares of the common: stock of Bore-Warner. 
bnng&ng the Company's holdings to approximat.ely ~9 .~ of Borg-Warner's outstandina; oommoo stock. 

Fioancialmtormatioft coacetmng tht: Comp .ay's mvestmen.s is md u.Jed 10 No~e 2 of th~ Noaes to tkc· 
Consolidated Financial Stal~ments in the AnnuaJI Report and an Schedule [. included at paee 12 of this 
Report . 

On Oaobcr l . l980. the: CC~ompa.n.y si.e;ncd II agreement witb Un.ion Ca.rblidre ~n wiU me Com.pany 
acreed not to aeqwe. directly or mdire-c:dy, amy addin<n1.all sbatcs. o·fvoci:oa stoc.k. of Unio11 Carbide, e·x~pt 

iD limited ci.rcumslances. for a period of ten years . The Company may. however, dispose of some or all of 
iu shares. subject ~~ certaio limited restrictions. the: prinapal one of which i.s that the Company .ma.y not 
sc!U any of il5 shales to any penoP or croup W"hic:.h would. after lhe sale. own, or have rhe riJbt ro acq~:u:re. 

S% or more of Uruoo Carbidt-'s vouna stock. HQwc:ver, the Company may seU :S% or rnor<! ofits shares, to· 
a broker which aarees to similar ~strictions on resale. On November I o. 1986. the Company sold 5 
.milli,oo shares l'l:f common SlOC.k of U.nion Carbide and currendy owns less than S% of its outStanding 
common stod after ajvi:n,g elect 10 Union Carbide s J for I. stoCk spli1. effected i·n earl.y l986. 
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Other Corpo,-ate Developments 

l:o June 1986. the Contpaay :SoOld 1U eo;IJn~.rine thermoplasuc:s bu.siness. me third and smallest of its 
specialcy c:hemkab businesses. to Celanese Coi))Onnioo. in otder to' permit the Company to diteQ ir~J 
fleSOUTt:eS to its rwo lara:er chemical ,roups. a~rylene deriVI.dves and surf'actantS. In Auau~t 1986. QAF 
Cbetnicals purchased the surfactants and phosphatt esters businesses, includm& a manufacturina plant in 
:SpattaDibure, South Carolina,. 1from Bora-W amer Chemicah. Int. The acqlllisitioo of me Spananb-ura pJaat 
upauded OAF Cbemicals' cunren• line of surfaC'1 an' produm eo mclude a specialty line o( oil field 
production ebemicaJs, a lfOUP of Jow-foamine block polyrnen for houschold cleanen and the phosphate 

~ester ,product tine describc!d under ' 'Surfactanu" above, It also p:-ovi.ded OAF Chemicals with a 
manJUfaerurine faatiry iD rbe Southeas1 where there is sip:ific:anc autOiber demacd for tbese and olber 
G.AF Cbeaucab sun•.ctam prodlilc:tS ... 

In Jun.~ t9g6. thj! Contpamy entered into a SlOO million ~-year rrvolvin1 credit racility with a 
c:onso.Uum often banb. r:ep11aema lhe Comp.any·s; prc:viousS7S miio·o revohi•&·efltdit facility, w.hich had 
beec tacreliled f110m SSO millioo1 in Ma.y J 986-

Due to eeoerally redu(:ed a·vailabilit:y and increased costs in the market for liability insurance. 
Jputieulariy for ·ebemic:::al maoufacruren.. lhe Company con.tin1;1es esscnQally to self-insuR irs aeneral 
liability risks . Coveraa:e or sucb mb ·s funded i6 pan throuab GAF Imuraacc lbl.. a whoU.y owrned 
subsidiary of the Company 1t1 Bermuda. The Company intends to tesume tbe purchase of liability 
i.nsurance in the market at such time as availabilif)' and oosts Indicate that lh.is is dcsrrable. 

[a ovemb-..."1' 1986. the Company issued Sl SS million of 1 0*~ Sellior Subord:iDa~ed Nores due 1994. 
and SIOS million or Wl't% Sewor Subordina1ed. Debentures due 2001. The Now will be redeemable at 
any tinle. at the option of the Company. after Oa.ober 31. l99 1 and the Deb.!ntures. at the option of the 
Compa~y. after October 3 J. 1'995. Interest on both issues ,i$ payable semiannually. 

In tht' second half of !986. th.e Company redeemed all of irs o•umandine .5%% Slnkiog Fund 
Debentures due October I. 198 7 and prepaid in full al) 91h% Senior Notes due March 3 L 1987 and 8 'h% 
Senior Notes w!tr ,a finaJ maturity o.o January IS .. i992. 

Protection of the E.'fviro'llftt'lt 

The discuss ton a: to asbestos-related .and environmental lawsu.ilS iovolv:ina the Company. and 
appeanoa m respo.osc 1.0 ••Jiem J-l.Lgol Proceedings·· be ow is incorporated beJ'Iein by R'(el'!eiii!CC. 

Sinee 1970. a wide variery or federaJ , state a.cd Jocal environmental laws and teiUlation.s have been 
ad.opted and continue to be a.dopted and amended. By reason of the nature of the Company's past and 
pR:Sellt o~rations and cenail!l of the substances wrucb are~ or have beeo. used. pilloduced ~or discbar&ed by 
the Co·mp:a.ny's plants. capital' e~pendit:ures and in.creased. opera.ting e.xpenses. the amouor o(wbicb can.ooc 
be estimated at this tlme. may be oa:a:uoncd by the Company's contimung etforu to deaJ responsibly wtth 
l!!ttVll'onmental mauers. 

Acciv:iry ooounues oo• rnaners pen tnin& 10 eomplianec with the To&ic Sub$ran.ces Coocrol Act. 
Systems have beco ~~ up for as.&essLDi risk to hcaJth or environmen.t at ~ariy development :SCales for new 
products, Pre-Manufacturing Notices for new <:bemicals to b<: commercially introduced are filed as 
required. 

The Company believe5 lha.t complianc~ with environmentaJ control requiremc.ors: will nof advenely 
affect its c:arnine$ and its competitive positiOZl in the iodustrie5 in wrueh it is eosa&ed. The Cornpany 
oun;endy llas plans u> mvest approximately S5 million to .1987. $6 milLion in 1988 and SS million in 1989 in 
poUuuoo abatememt faciiiues. loduded 1o lhe:H amoi1tns are 'be costs a5SOciated wi.th the improvemtllt 
and i.nstallarion of waste wa.ter treatmenc facilities at GAF Chemicals' linden. New JerK)'. plant in order· 
to meet the New Jersey Department of Environmental Protection •s new dischar1e limitations. 
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Ex~ti..,,. Offiun of ,,,. R«fi.ttront 

The aama aod aces: or me ueeulive ofti~rs ,of'tbe Company as of March 23. 1·987. the ·time rrom 
wbidl they bave served as uecuti~ oftlc:en. ia their pre:sen1· positio.ns with the Co·tnpany, are u folnws: 

S•muclJ. Heyman ( I)( 1 )( 3 )( 4) ... . __ 45 

James T. Sherwin ( l )( l ) .. ~······· ·- ········· H 

John A. Brennan ............. ............... ....... S S 

c..rt! R. Ee!tmt ( t ) ..... ........... ......... ....... S6· 

Heinn F. Tomfobtde. lll ..................... 53 

lrviDa K.a1an ....... .................................. s-1 

Jlaymoad J. LlaoiJC. ........... ~;..... .. ... .... ... 51 

Joel A. A.Je.c .... ................. ... .. ..... ........... 36 

( 1) Member, Board o( Di.t'eaor'$' 
( 2) Member. Executive Committee 
( l ) Memlbe.r, Reurem~~:or Committee 
( 4) Member. Inv.esc.ment Co·mmittec· 

1983 Chairman of me Bo•rd and! Chief 
b~teu.rive Oft\cer 

19.8.4 Vice Chairman ud Chief Adm.IIU$
uatiiv~ Oflic:et 

1987 Executive Vice Prnid:C1lt aad Presi· 
de"Dt. OAF Buildina Materi.ab Cor
po· don 

19-87 Euc:uuve Vice PR:sideat. Co:rpota.1e 
OevelopmeDt 

1987 Execctivc Vice Presid.enr . tt~rl " """si-
de-at. GAF Cbemicall Co11 

1986 Senier Vic:e Pn:sid~ent, VaeJI 

scled Secretary 
l98S Seaior Vic:e · resident .ar ' Chief 

Fiaancial Ofl-;u 
1 981 Senior Vsc:e President, Treasury and 

B.usl.aess Development 

The roreeoine executive officers will serve urull the nelt annual oreanization meerine. to be held on 
April :27. 1'9-17. or WlW their successors are elee1ed and have qllalifi ed. 

The foUowina tabte a;i:ves .a summary of lhe positiocu held duriar at least me: put five yean by each 
officer whose position. or posLtions. with the Company durina that period has not bee:o a.cmun.tt t for by 
tbc pm:edine table. 

N._ ~ YanH.W 

James T. Sbe.I'Wia ............ 53 Juoe 1974 to May 1983 

Job A. B~n.oan ............. SS: May 1985 to January 1987 

April 1984 K> Aprit 198S 
Jaauary 1911 to April 119·84 
September 1974 to November 197 5 

Carl R. E.c:kardt ....... ........ 56 May 198S to J.a.o.uary 1987 

December 198~2 to May t98:5 

October 1981 ( O Decc::m bcr 1982 

Augus-t 1979'to October E918·1 
Raymond J. Lacroix.. ...... 51 April 1985 10 p~sen1 

A.prril 1984 to AprriJ } 98,:S 

October 1983 to May 1984 
Janua.ry 198 1 to Ocwbet l98.l 

Joel A. Asen . ........ . ... ..... .. 36 f.by 1 985 todanoary 1987 

E.ucutive Via: President for Fi .. 
once and Admiai.stration 

&eruor Vice President .u.d Presi-
dent. Buildin& Materials 

Seo.io.r Vice President 
Vi~· Pres:id~DC 
Assistant TJeasurer 
SeD.i.or Vice President and Prcsi

dont. rL.he.mieds 
Senior Vice Praidenc, World· 

wide Chemicals 
Senior Vice President, Inter• 

national 
Vice Prcsidenl 
Senior Vlc:e Praident and Cbicf 

Ficancia.l Officer .. 
Vice Presideet and Chief Filwa .. 

eial Oftieer 
Vice Prcside:Dt and Treasurer 
Viee President .a:od Coliltrollc.r 
Vice Plnident. Trc.asury and 

Business Development 
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All cxecuuve- officen nave :,een in rhe empl y of the Company for m--. re than five years c~pt u 
foUows: 

From 1968 to c.h~ present date. Mr. Heyman served. a.od sUI) ~r:ves. as Chief Ex~rive Officer. 
Manaier a.od General Panner o.f closely~heJd real estate development cornpa.nies and partnerships. 

Mr. Sbenrnn had been employed by the-Company as E~<ecutive Vice President- Ftnancc until May 
l98J. at whJth time be rniened co join Triang:te lndusu:ies •. lnc. as b ecutive Vice Pre .adeot and Chief 
Financial Office.r. ln M.ay l984. Mr. Sherwm reJoined the Company as Vice Chairman and Chief 
Adm.inis·nauve Officer. 

Ml.r. Kaaan had been1 e111ployed by The Hctu Corporation as Senior Vice Pfajdent and Ge:oeraJ 
Counsel until October 1986 wllen he joined the Company. 

Prior to briq empJ,oyed by ·the Company in Febn,lary 1987. Mr. Tomfohrde was a direcror of 
Uruon Carbide Corporation smec 1985 ud Praident of lJni:o,n Carbide Corpora.ti~~a·s Specialties an.d 
Services Group since 1986. Previously, Mr. Tomfobrde held the followina omces with Union Carbide 
Co.rporatioo: President and Chief Operatina ·Officer. 11esponsihle for the Co.nsumer &: Indu.stri.:U 
Pmducts and Services Group in 1985- 198·6. Executive Vice-Pres.id.ent respomibJ~ for £naiDee:rioP_ 41! 
Technoloay ~rvi~ G roup in J 983-1985 and Corporate Vice-President, Stnltectt Plannine m :982 · 
198l. 

M.-. Aseb. bad been M nager. 8U$iness Developm.ent. at General EJ.cet.ic Corp. prior to 
employme!ll with the Company i:n May 198:5. 

No arrantemeots or uodcNtandina~ e,Ust b~1ween any executive officer and any other person 
pursuant 10 •hicb the ofticer was $elected as. such. There as n.o family relatiooship between any e>f lhe 
executive offi ~rs. 

R!!fereoce is rnadc ro the Pro~ty Starement for addition1J information abou1 the ~xecutive offiee.rs of 
the Compam}'-

Emplqyees 

At January l. 1'987, the Company e.mp,oyed approximately 4,250 people worldwide. At sueh date, 
appTOx.imateJy 2.279 cmploye·es in the Unned States and Canada wen: subject to 23 unioa contracts, ·which 
are e!'ective i.n most cas('$ for two or three year periods Of these contracts, 12 have expand or will expire 
u~ 1987. DW"i..J:le 1986. there were ·no strikes or work sto,p,Pas;es, 

The Company enea&~d in a " spin-off c.enninaoon ... "!tf'ective Sep1.ember I . 1984, of dle Retirement 
Plan for Hourly Pa.ld Employees of CAF Corp.> ra tion. The p,Jt$ion Benefit Guaranty Corporation issued 
a Notice -of Sufficie.ncy on ~aid p.lan. m Septcmb.rr 1985. Participants rect:ived theit fully iUaranteed 
benefits m the Corm of nnuitia pW'C.hased from :m insurante company. The acruanally ~ees users 
revened to the Company. 

The Company has iri efre.ct. various benefit pian!l which include a o.on-quaJitied d~ferred compensation 
plan for a group o f executives. a cap~tal accu:mula on plan for its salaried. employees. a flexible beae1h 
plao for tts s.a)atied employee$. a retiremeot plan for it.s hourly paid emplo,yecs. eroup insura:nce 
aereements proVldtne life. accidental death. disability, hospttaJ. surgicaL medical and dent.aJ coveraae and, 
in addition.. the Compa.rO)' has oonuacted with va riou:s health mairuenance o,rgan.i:z.ation.s to provide 
medJcal beneilu.. Th.e Company and. in, man'y cases . the e mployees contribure to rhe cost of the above 
descnbe-d plans. 

ltaa 2. 'P'I'opfnfu. 

lb4!! corporate headquaners of the Company and of ils subsidiaries. GAF Che:micalls and GAF 
8uildine, Materials. .irs principal research an.d de!velopment laboracories. eeneraJ administrative and 
final'!cial o perations and its pnncipaJ t>•ec:tron.k data. processing :facility. aK located on 100 acres ·Of land 
and iD W buildings at 1361 AJps Road. Wayne. New Jency 07470. The Co~mpanry IC:aSC$ the facil!Ji1les and. 
laod from a wbolly-owoed subsidiary. GAF Realty Cor)X)ration. The premises a~ subject to a first 
IJDoneaee pJa,ccd on the property in. Octobetr 1986 u a securily fo r a term loan. 

The WNCN studio and GAF BroadeaslJng lite loc.amed IJ'I leased o,ffic.e.s at 1180 Avenue of the 
Amerie3$. New Yorj(. New York. 
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The Camp ny's domes.tic and forescn real p:roperues are ehher owned by, or leued to, the Company 
or 10.. subudi.a.nu as d~nbed i., lhe· list belo.v: 

Alabama 
Huntsville ........ ........... ........... Plant"' 
M<>bdc ......................... ---------- Plant. SaJes Offi~ 

Cahforrua 
Fontana ...... . ............... ..... ...... Plan't. SaJes Office 
IJ'\Itne .. ..... , .............. .. ,. .. . .. .. . ... Sales Office • 
lrw1ndaJe ..... ... .. .. .... .. ..... .... .. . Plant 

Flond 
Tampa .. ......... .... .... , .. .. .. ... ... ... Plant. SaJts Office 

Geor&~ 
Savannah ...... .. .... .. ....... ...... .. .. Plant. SaJes Off~ 

lllinots 

EletP . --- ----' ... ' .... ---- .... '' .. ···-- ---- Cr:edit Offitt·• 
U>mb.ud .. .... .. ........ . ...... .... Sales Offi·c:c• 

lndlaaa 
Mount Vernon _ ..... .... .. ........ .. Plant. Sal~s Office 

Kentud 
CaJv~:rt Cjry ... ... ..... ...... .... ..... Plane· 

Maryland 
Ba~umore ... .. ..... ............ ........ . 
Haeerstowo .......... .. ....... .. .. .. 

Massachusen:s. 
Milhs , ............... .. ....... .. .. ... .. ... . 

Mmne$0ta 
~hnaeapohs ............ ..... ......... . 

Missoun 

Plant 
Research 

Plant, Sales Office 

Plant.. Sales Office. Warehouse• 

Annapolis ...... .. .............. ....... Plant and Quarry 
K.ans~ City ... ........ ....... .. .... .. . Warehou~· 

Ne·~Je~Wy 

Bound Brook , __ .. .............. .... Plant 
Llnden -- -- -..... .................. ...... . Plant. Sales Office 
Sou1h Bound Broo~k . .. .... . ...... . Sales Office•. Warehouse•· 
Wayn.c ...... .. .. .... .... .. ............. .. Corporate and 

Subsid)anes 
Headquan.ers • . 
Adn:urusuau'lfe Offices •. 
Research laboratories"' 

11 

Chemi(;Als 
BWlrclioa Materials 

Baildi.n Materia1ls 
Che·micals. 
Buddin&: Malcria•s 

Buildine Materiab, 

Buildina Materials 

Buddina M~uenaJl$ 

Chemical-s 

Buildina Matenals 

Chemicab 

Bwldioa M;uenals 
Chemacals ( Granu;es ) 

Building Mat~nals 

Bu1ldmg Matcn.aJs 

Chemi~s' { ara.nules.) 
Buildini MateriaJs 

ChcmieaJs ( &ranuies} 
Cberruc.als 
Baildin1 Materials 
Corporate. 

Buildina: Materials 
and Chem1icaJs 
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~w y ,ofk. 
New York .............. ................ Office ad Studio~ · 

Nonh CafiOLina 
CM.rlone ...... -......................... Saics Olfia!:• 

Ohio 
CiincU:utati ...... ...•....... .. ............ Sales Office• 

Pennsylvania 
Blue Ridge Summjt .......... ..... Plant and Qua!T)' 
E.rie .......................................... .P~ant S.ales Offi<:e 
KmaofPrussia ...................... SalesOffioe• 

South Dlrolina 
'Cbestel ................................... Plant 
Spartanburg......................... ... Plan• 

Tenn~ 

Nashville ______ ,_,,,....... ............ Plant. Reseuch Laboratories 

Texas 
Arli.naton . . .. . . .. . . . . . . . . . . . . . . . . . . .. . . . . Sales Office • 
Dal.as .................................... Plans. Sales Office 
Seadrif~ ....... .. .. ......... ........ ...... Plant 
Te'as City.. .. .. ......... ............... Plant 

WitSCOmin 
Pembine................... .............. Plant and Qua.IT)' 

Joreian 

Australia 
Melbourne.. ......... ............. ... Sales Office• 
SydO:C')' . . •. . . • . . . • •• . • . . . •• . . . . . . . •• . . . . . Sales Qffi.ce "' .. 

Distribution C~nle..., 
Ausuia 

Vien,aa .. .............. .... ......... . .... Sales Office·•. 
Distribution Center• 

Ik!efu.m 
Sint-Niklaas .. .. ........................ Plant. Sates Office. 

Dastriburron Center 
Brazil 

Sl.o· Paulo•................................... Sales Oftice• 
Distribution CeDt.er• 

Canada 
Mississa.uga. On.c.ario. ......•.... Sales Oflkt: '"' ,. 

Ois:cribuaoo Cente,... 
Ville St.Laurent, Quebec ...... Sales Office• 

France 
P8:11$ ........................................ Sal~ Ofifite• .. 

Disuibution Cente,.. 

12 

Chemicals 

Cheillicals ( eranules ) 
Buildina Marerials 
Cbe~ 

Buildine Materials 
c eabC3ls. 

·Chemi~s 

Buildina Materials 
Chemicals 
Chemi<:als 

CbeJ!Ucais ( .vaoules ) 

Chemicals 
Chemicah> 

Chcmcials 

Chemicals 

Chemieals 

Chemticab 

Chemicals 

........ , ... 
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Great Bnlain 
Esher ................. ..... ............ ... European Headquaners• . 
Maoches~er ..................... ..... .. Sales Oftkc. 

Dts.tributioo Center 
Italy 

Milan .... ........ .. ........... ..... ....... Sales Office ", 
Distribution Cenu:r• 

Japill1 
1 ..:'kyo· .... --- .. ~··· ... iii-~~ ... - --- - ~·4·· ·· .. ~ ~ Sal a Of&c:e• 

Mexico 
Mwco City ... . ....................... Sales Of&~· . 

Distribution ~naer• 
The N ..:thenah.!s 

Scruedam ..... ... .. ............ ,, ... ,... SaJes Office "' 

ew Zealand 
Audland ......................... ...... Sal~ Office"'. 

Dlstri bution Center• 
Pueno Rlco 

Carolina ........ ........................ .. Sa~es Office "' 

Sins;apore 
Singapore........ ... .. ... .............. . Sale.s Office• , 

Dlstribution Center•. 
ltegional .Headquaners• 

Spa." 
Barcelona ..... ................. ......... Sales Office• , 

Distribution Center• 
Swed•en 

Jobannesllov .......................... Sal.es Office•. 
Dismbulim1 Cente·r'" 

Sw1u.erlacd 
Zug... .. .. .... .. .. ..... .. .. .. .. ..... .... .... SaJes Office•. 

Distribution Center• 
W.esc Germany 

Frcchcn. ................ ...... ........ ... Sales Office•. 
Di.strib,1rion Center• 

A.ffillate: 
·GAF-Hnts Chtmie GmbH 

Ma.tl ........................ ... .... PJ.aot, SaJes Office 

"' Leased Propc!ny 

13 

Chemica~s 
Cheo:Uc:a15 

Chemicals 

ChemicaJs 

Chemicals 

Chemi~Js 

Cbemiuts 

Chemicals 

Chemicals 

Chemicals 

Ch.eliUcals 

Chemicals 

Chemicals 

Che:mtcals 
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The Company bdiev·es that. tn aeneral. these plams and fac:ili ues. which are of wideJy v1:ryin1 aees 
an.d of different types o f constructJoa. have been adequately mam1ained , arc in good ronditjon &lid are 
swtabl.c and adequa1e tor lh.e Company's ·o:pcr:auons. The Company's major facilities are. in ceneral. 
s.ansfaaonly utiliu:d and :tn cenam produt:t line$. such as surfactaots, operared ift, 1986 a.l llflt or fiLII 
eapao.ty. Each plam has adequate tr:a.nsportat:ton faolittc:!'! for both rav.r m· terials and flrushcd products. 
As pan of the Company's oontinui.ng capit.al expanston and improvements pro&ram .• major projects for the 
renovauon o{ some of the plantS an.d uutallation o f new equtptnent hav~ been completed in 1986 and 
more a~ p.lanned. Capi'al expendl·tu.res were appro.xtm:uel U4 millioo in 1986 aod are ex.peetcd 1to 

exceed sso million rn 19'81' 

Item 3. lia•l ~eedinp. 

As of December .31. 1986. the Compan)• was a oo-de(endam tn ~ppro.nmaudy 27,000 ~pendin,g 

lawsuits invoi'VIng allee.ed heaJith cl ms relatme, to the •nhaJation o f asbestos. fiber. The Comp D)' has 
resolved appro:tLmateJy 20.000 other lawsuits involving similar claims through De-oember 31. 1986. The 
,reat m.ajoriry of these cases have beco filed jn the last six years. It I.S antiapated that additional suits will 
be filed by pe:nons exposed to asb.esitos .at J!ii!S wher! asbestos co.ataming materials maoufaauttd b:y the 
Compa.n.y ~d. othen we~ used. 11 is im.j)OSStble to prediet lbe number of $Uc.h a.ddirioul lawsuits
Howe-ver. Ln 197 1 the C~mpa:1y discootinued the saic of itS prinapal asbe-stos insruauon producu and in 
197~ withdrew from sale of all asbestos products except products in which the asbestos tiber was fully 
bonded or enca~uJated . t~~bich produru the Company discontmued in 1981 . 

I:D Ma 1979. me Company oommeooed an awon. tn the Lm Anaeles .• California Superior Court 
aJainsl 1ts uuuran.ce carriers to obtain a judicia! decerminauon that lhe defendantS art' obligated to defend 
and indernrufy the Company, under pelkie~ issued from 1947 to 1 979, in aU present and future asbest.os 
bodil)' 1.oj ury cases. In adctition, che Company soughr co.mpensato.ry and punitive damaees for breach of 
~MUrance GQPtraCtS, violations of the ·Califorma h:asu.ranc.e Code. bad faith and certain o·ther claims. The 
ac:uoo was lacer consolidated i:n rhe San Francisco· Supenor Coun with actio·ns by· o·the'r asbestos ptoducers. 
aaam.st thetr insurers. Tnal commenced on Marc:h 4. 198 5 nd dos •• tg arguments o n the chlrd phase 
co~:~~cludM Feb·ruary 20. I 987 . The remainder of the tnal i~ expected to oootinl.le throu&h 19$7 or lonser 
due to the numerous and complex mstnan'oe .coverage: issu-es and the nurnbec of line;anl5-

0n January 7. 1987. me: Company en•tered tnto sertlement agreem.eot.s, with ·ti:ve of its defendant
earners in the Califorma liugauoo described above. Thes~ ftve settlem~Dt.s resolve all o( rhe Company's 
ouc.standLni d auns aea.LJI.$1 mese insurers wirh respect to their asbesros bodily injury coverage md wHl 
provi.de lht! Company '~lith substa.otial iosun . .nOI! watt. ce:spect to peading and prospecttv~ asbestos. bodily 
tajwry da1ms and related expenses. These carriers have been d1smused from. that l~tigauon . However •he 
Company's suits against lhe remaining insurers m tha t litigation will continue. AddjtionaUy, in October 
l986. rhe Company commenced a declaratory judgmcor action in Los Arlgele$. Califontia Superior Court 

irh respeC'I to the obligations fo.r asbestos bodily mjury coverage of certain u.nderwriters at U oyd•s and 
Bnusb ansuraooc- compame:; und~r liability potic'es issued ~o the ::ompany ror the years l979 to 198J_ 

ln conneC'bon with the~ settlernellts. the CornpaJoy joined the Wellington Asbestos Claims Facility 
{the ·· FaCllity ' ' ), an oraani.zation of tnsuranot companies a nd asbestos produCI!rt (ormed in l985 to 
,cootdmatc: the administtauon of asbestos. bod.ily i.njury dai1ms. Fro.m and after Jatwary 7, 1987, the 
Facili-ry will aiso assume defense and settle menu of the Company•s pending. thntalened a.nd future 
ubestos bodUy injury claJn15. The Company·~ share of the co.s ts of settlements. j udementS and leaal 
expen.c;.es. with respect to all claims han led by the Facility. will be borne by the Facility, which will be 
reimbursed by the Company•s i.nsu.en on the basis of the amouou provided under the F ciliry's 
a&Jeemenr With the Company. and to t"ac exttnr of the coveraee afforded the Company under irs policies of 
tm'l.ltance and $enlemell\t aenemenu .. At t.be ~ame lime. tbt Company entered uno a separate al,mmeo't 
whh another msurer. with wh1ch the Company had previously settled it5. insurance t;:OVera&c daims, so as 
to oonfonn the Company's arrangement wirh such insurer reg ardinc such s.ettlements and with the 
Company's entry into 1the Fa.ciliry. 

In the opinion of manaacment, based in part on the o,p,inion of i!ts General Co,uoscl with respect ro the 
aforesaid health da:m lawsuits, the Cahform a liugation describ-ed atovt. the aforesaid January t9&7 
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sen1ements wtth u~nam insurance carriers and. the Company's entry into the Facility, the ultimate 
disposabotl of such lawsuiu and litieation will not have a material adverse effeCt on the Company's 
fio.a.no.aJ posnioo. 

~ or Deo:mber 3l. 1986. th~ Compa.ny is a defendant in approximately 70 pendin' actions 
co.mmenced by school districts, municipalities a.nd similar aovemmentaJ entities and buildme ownen 
whlcb1 alleee cmoomlc aud property damaae .or· o·mer injuries i:n schools or public and private bWl.ctiaes 
caused, in whole or m part. by wbat is claimed co bt the preseut or fut.lln aeed tO remove astlatOtS macenaf 
from those premis.es. Tht:: plaintiffs seek to recover the oost o(inspectio&. removal and/or the rep•ace.ment 
of a.sbatos .materials plus be.alth screenina c:um:inatioos. coumcl's fees and ·t'llpeoses incumd m 
oorutiiCC'fion w1th tbt liti,eauon and CXJmpensatory and pu:rutive damates. These actions are slill in eady 
suaaes.. One of mese law:suiu. m the U. S. Di$:triC1 Coun for· the Eutem District of PeDD.SYiva.aia. has been 
certiJied as a cla$$ action for cenam issues, includin1 punilive dama1e:s. This c:ase is in the pre-trial 5tale. 
The Com.pvay did ool seU ubesros 5pr:ay or ac:.o~tical ,cei!in& produCtS. which aJ!t the primary produeu 
beiDa removed from buildi.nJS. 

In October l983. the Company filed a lawsuil in los An,aeles. California S~Apcrior Court aaainst its 
p.a:st 1insurance carriers to obta.i.D a judicial de~ennillation that defeo.dants are obU,ated to d.efead and 
in.demmty the Co·mpany in che asbes~-buildin,e cases referred ro m tb.e pread:ios p~uapa.ph . The 
Com.pat'l)' LS seekin1 declaratory relief as well as compensatory d.am1ees. This action is presently in the 
pre-trial pleading stage. The parties have apeed, in principte, lO· bold this action ill atN"yanc:e llDtil such 
time 35 Cihey are bener able to ,evalua~ce dev,eiJopments as tbey may ~occur In me u.adedytne asbeslO.s-in
buildinC eases. One of the Cotb.paay's ill:surance carriers is nner~.dy payiae. UDder rese:r:vations of ripns. 
all costs of defens-e of the asbestos-in-bUilding litiaation. Because such litigation is in. its early Stales and 
evid,eoce and :Uuerp.retatioru of 1mporLant le.eal qucstioru are presendy unavailable. il is not possible to 
predict l.be furure of sucb lititatioa. In the op·mon of rnaaa.eemtn!l, based in pan on tat o.pmion of irs 
General Counsel wtth res~ 1.0 the afo·resaid asbestos-in-buildioi lawsuits and tbe October l983 litiaation 
described above. the u1timate dLsposiuon of such lawsuit5 and lineation will n.ot have a rnareriaJ adverse 
~ffect oo the Company's fi.oanc:iaJ po ition. 

On February 2. t98f , an acnon was com.menczd aeaimt the Com·pany and! GAF Broadcasnae by 
Conc::c:n Radio. Inc. i.n the Supreme Court. Counly of New York, seeking spr.cific perfonnanc.:e. or. in the 
allema'tive. dam.a;ges arisime out of the a.Ueeed breach of an ·option .apecmeot for the purchase of radio 
starillo WNCN. ln. 1984. the mal ooun ntlcd io favor of1he plamdaad ordered specific: performaa~ of 
the option agrttmeot. The Company appealed such judgmen.c to me New York Sup~me Coun. Appellale 
Divisjon. In May 1985, the AppeUate Dtvisioo affirmed the triaJ coun rulina thac the Company bas 
breached the: opuoo agreement tO sel. radio station WNCN to Concert Radio, Inc., but reversed the 
po.rtion of the· judameot ordering speo6c perlomtaua:, thus limitifte pJaintdf' o mon~tary damag for 
which a new uiaJ was orde-red and is ex~cted to take place in April 19'87. 

Tbe Company ~ a de(endan[ 1( e;en.c::ratly oae of severaJ ) in ~ pumber of cases irwolvine alh~1.edly 
dc:fcaive wmrtle:raa1 roofi:na pwduw conWnin:a felt substrates which tbe Company has, phased out as a. 
component of rooting products. The number of such cases bas declined steadily during th.e last four years. 
The amountS claimed in a number of these cases a.re substantial. typically $100,000 to $500,000. However. 
most cases .are se ded for a ftactio:m o die s•un demanded aod recovery. if :1111. fro1m the d.efendan:ts i.s 
frequc:ndy appo·rtiooed arn:on1a them. which reduc:es; the burden of suth juda:meots or settlements on the 
Company. 

The Compa.oy l5; a pany to a variety of adlllirni$trarive proceed.inp and Ja .... su.lts mvolvina: 
envirorunetnal maners, indudmi: beio& named ~ a defendan,t, toaemtr with DUifierous ocher companies. 
in s.everal lawsuits under the Compr'4!bensive Euvironmenta) Respolllt, Compens:t~~on and Liability Aet 
{c:ommnnly known as .. CERClA .. or tht " Superfufid Law") and samilat stare laws which seek to recover 
from 1enerarors of hazardous wasa:e lhe cost of cleaniag up so-called · orpf-_an .. waste duposa! siaes. M,ost 
of ~be law:nuts involviug orpha.n <!um.psites are in the early sc.aees. Dl.lc co me practices -of wasce disposal 
baulers a.nd disposal faciliues prior to adoption and implcment~uion of the environmental laws and 
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tefi,llanoru, evtdenee 15 difticuh 10 ob[atn or evah.HHe and rrnponant lei 1 questions have not yc:1 been 
answered . The Company plans 10 ~k dismissal of some ..>f the lawsuits a.nd proceedinas on arounds rhat 

1the~ appe~ n. m be Do substantial evid.ence tba1 there 11! any hazardous wasre or ~mco Company present at 
me: dum p.snes in Q1:!C$tiQn; and, iP other taSC$. m seel ~uch fl!SOIIution as may be appropriate in lietu of the 
recendy enacted leplauon mendina the Superfund Law entitled ··superfuod Amendments and 
Rcaumonuuon Act o{ 1986." ln each law.suit, !t 1$ expe<=tcd that hability. i( a.ny, wlll eventually be 
apporuon d amoq the co.mparues. indud.ine the Company. follnd responsible fo r ilhe p.I'C$Cllce of 
bal.MdOU$ waste a1 the dumpsite·. Based 001 evidence pli'C'sc:ntly a·vailable. i1 is impossible co predict the 
evenruaJ liablhty of the: Company in these orphan dumpsue ~awsuits . In the opanion of management, 
based io. pan on opi.n.ion of ilS General Counsel. theSt' lawsmts sllould be resolved araduai1y over a period 
of yea:rs for a.moun.ts .hich are not matenaJ 10 the rin'lna.al posuion of the Compaoy. 

A description of oenain le1al proceedings involving the Company and its former and present directors 
and officers may be found in the Proxy S1at~menr under ··Proposal No, I ~Election of Directors- Cenain 
Li!iieauon lovolvme DW"Ctors··. 

hea 4.. Subatissioct, or Matt~rs lo 11 Vore of Security Holders. 

No, matters were submmed to, a vote of securi~y holden during the rc.unh quaner of 1986. 

16 
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PART II 

The mform uor.1 reqwr:ed b Items S. 6. 7 arnd rs lA•corpor:ated by rc:ferenoe ro [he Compa_oy•s Annu.a! 
Re n as follows: 

A.n!Mial Repor1 
;Pate 11m1bu 

hem ~- Markel for RegtStrant•s Commoc Equity and Related S1ocknolder Manen ....... ....... 26 

It 6. SeJectJed F mallciaJ Data.................. .............. .. ...... .......... ................................... 26 

Hem 7.. Mana1emen1 's Oisrusst.on a.nd Analysts of Fm noal Co·nd~tjon. and Results of 
Operali.ons ...... .. ... .. ...... __ _ ......... ............... ...... ·-- .. .. .. ....... ....... .. , ..... ___ .... . , . ... ... .. ... . . .. . .... . .. 2.3-2'5 

lle~n &. Financial Stateme.nts and Supp!ememary Da1a 

Audicol'$.' Report ......................................................... ........................................... 3:7 
Consolidated Statements of Income for 1he t:1ree years ended December 3]. 

1986 ' ' ··------. --- '' .. . ·------·' .. . ' .. .. ---- · .... '' .. ......... '' ... ' ·------ -' ... ' ..... ----' -· ··' ... ' -- ---... ' .. '.' ·- · ---
Consolidated Balance She ts as of December 31 . 1986 and l985 ..................... .. 
Consolidated Statemenu of Changes in F~nancial Pomion for t.he t.'lree years 

ended .December 3l .. '1986 ·- 1 p ·- ... ~-,~· ··· ·~ -- ~ - ~--! tlnlf -- - --- · ' d. t IHt ~ --- .. u~~ U l l ii'--..- --- + U.llfj~ .,.· · 

Cons..llidaled Statements of Sbareholders' Equl1ty i'or ~he wee years 1mded 
Decem1bcr J I , '98-IS ...................... ....................................................... ----···· ...... . 

Not~ to Consolidated Financial Stalemenrs ,; ... ... .... . ........... .. ...... ......... .. ... ........ . . 

Supplementary Data l Unaudiled ): Qlilarterly Financial Data ....... ... .... ..... .... .... . 

hem 9. Oisapeem.ene.s on A~counting and Finandai Disdosure. 

i one. 

PART Ill 

Item 10. Dlreclors and Execudve Officers of the R.egistrlnl. 

27 

28 

29 

30 
3·1-36 
.37 

Tb.t: rnformauon ~quired by tern 10 1s moo:II"J))rau~d by refeRnc;e to 1he Proxy S.tatemem under the 
capuon .. P11opos.al No. 1-Election of 01reuors-Nomin~tes'' . 'For th~" informatio.n requi red as to 
Execuuve Officers, see Pan 1. "Item l. Executive Offi cers". 

lfem 11. Executh·e Compensal,on. 

The informaooo req·uired b l.tem 11 J:S in.<»l'J)Orated by tr.efer,ence to the Proxy · tatemen:t u.BJder the 
capuon ·· ProposaJ No. 1-Eiecuon of Olrcctors- - ExecU:tive Compcnsalio:fl il!nd.CerLm Transac-uon.s.··_ 

Item 11. Securit)t Owuersu·p of Cert,ain Benefieial Owners •nd 1\ •n•tem or. 

The: 1..[-.(onnar.i(jn required by hem l2 i.s incorporat.ed by reference tJ the Proxy Statemen1 un(fer the 
capuon .. See:unty Owne-rship ·of Certain Beneficial Owners and ManagetD"!~nt". 

ltQm 13. Certatn Rel•do.:ships and R11hued Tr~n.sac r ion.s . 

Tb.e mfonnario·o required by bem 13 LS in.oo•rporam~d by refer('nOt' ro the Proxy Suuemenr u,nder th~ 
caption " Proposal No. l-Elcction of Directors- Executive Compensauon and Cen in Traosacrions 
Certain Transactions with Related Panies". 
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PAR IV 

Item 14. Exhibh' Finan.dal S[alement Scbtdufes •nd Report on Form 8-K. 

The followmg documents are filed as pan of du~ repon: 

(a)( 1} Finan~i•~ Seatememns: 

Finaold I sta~ernernts of GAF C,.,orporatioli\ and ub.1d1anes are mcorponued by refe rence lo the 
Company; A!nnuar Repon to• Shareholdeii'S r tbe li ea1 )'ear ended December 31. 1986. ee hs1r 
on page I herem. 

,( • l ( 2 ) Finanda~ Stalemenl Schetluh~s : 

The foUOwlng supplementary fioancla.l mformauon 1$ filed in t.tns Form 1 OaK and should be read 
m oonJuncuon wub the fi nancial sta(ements an the AonuaJ Report . 

Repon of lndepeondem PubfJc Acoo·untanu on Schedules, for the years ended 

P•ac ·N\n•bef 
ill tb*s · 

r- lO.k 

December 31 , 1986, 1985 and 1984 ... ................. ........ ... .. .. ........ ....... ....... ... ... .. .. 21 

Schedu~e 1- MarJcetaM~ Secu:rii:les-0 her !l.nvest.ments ... ..... .. ........ ............. 22 

Schedute V- Properry Pl.1nt and EquJp•mem .. ........ _ ..... .. .... ____ ......... .. . _ .. _. ..... 23 

Schedu~e Vl- Accumulated Depreciauof'! of Property. Plant and Equipment 24 

Schedule· V Ill - Valu.auon and Qualifying Accoun1s ···------- ···· .. ·--- --- ---·····-------- --.. 25 

Schedules, other than those listed above , are omitted because of the abs.enot of the co nditions under 
•hlch dle ar·e reqwred or ecau~ the roquued m(ormauon. wher,e matenal. is shown in the ·llnancial 
slateme.nts or the note:S thereto. 
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(a)(l) Exbibh : 

J l 

3.2 

JJ 

4. 

10.2 

10.3 

10.5 

IJ 1 

10 g 

1 I .. 

13 

2 L 1 
2L2 
22. 
24.1 

-Rres·~~~ed Ccrwfkale of locorporauon ( . et E:ililbi[ 3- l to 1ne Company's Form 10-K 
fo·r the ye.ar ended Dec:cmbcr 31 . 198 . .S ). 

-CeM]ficate or Amendment of Certificate of Incorporation, as tiled with the Secretary 
or State of the Slate of Delaware on April 2 S, 1986. 

-Bylaws of the Company. 
-lnstrument.s ddmna the rights of ecurity holders. ind'udiBg mde111ures. Tnt 

Company llereby undertakes ~ ftnrush eo pies or any lODi•lenn Je bt in.stnnnents 10 
1bc SEC upon request. 

-Execuuve lr~cemuirve Compensanorm Plan. as amended chroug:b October 18. t 979 (See 
E.M.ibu A( I ) to the Company's Fonn , J-K for t.he year ended December 31. 19'79L 
amendment thereto ,(Sec bhibit 10.6 to the Culnpany's Form 10-K for the year 
~.oded December J I , I '982 _ 

- Plan for the Sale or Restricted and Unrestricted Common Stock to Emptoyees Who 
Perform E.\I!'C" I t~ v~ . Ad.ministtaljve or Supervisory Functions (the "Restricted Stock 
Purchase Phu:i.' ). ~ ttnrend~d lh.rourb eptember .23. 1982 (See Ewbit I 0. 7 to the 
C~mpany•s Form 10-K for the year ended December Jl. 1983). 

-19'75 Stock. Option Plan {See Exh.ibit 10.9 to the Company's Form 10- K for the yea.r 
ended December 31. 1982}. amendment thereto (See ~hiblt 10.(19 to th.e Com· 
pa.ny'.s Form. I 0-K f'or- the year ended 0«:-ernber J 1. 11982 ). 

-Unammous wmten consent of me Stod Option Comrnmee:. dalcd Jwy ll. 198_. 
amending the Company's stock opuon agreements to include: Umited Rights ( Sc:~ 
Exhlbil 10. 11 10 the Com.paoy's Form 10-K for the year eo.ded December 31 . l982 ) . 

-1984 Employe'e S(odc: Option. Plan (See Exrubtt 10-1 to he Company·s Fonn 10-Q 
for the quarter ended April l. 1984) . 

-Deferred Compensauon Letter Agreement da1ed December ll, 1985 (See Exhj bi1 
10 - to rthe Company's Form 10··-K £or !he year ended December) l. ~ 985 )_ 

-Agrc:~mern dated October 2. 1986 wi!~h Union, Carbjde Corpo,Fatio'n Sec E.Uribit 7 
~o Amendment 15 to tbe Company•s ScbeduJe 130 re lative !o Union Carbide 
Corpora non tiled by d\t Co.mpany on October 7. 198·6 ). 

-AmcodmerH to the Re-suicted _ ro:ek: Purchase Plan .. dated February 24. [986. 

- Compmanon of Eaming:5 per Common Share for the Three Yean ended December 
J I. 1986. 

-Annual Report to Sharehol.ders for- the fiscal year ended December 31, 1986. 

-Proxy Statement for I he Company's 1987 Annual Meeting of Shareholders. 

-Fonn. S-K . dated January 7. 1987, fi.led by the Company on Janua.ry 12 . 1987. 
-Subsi.duuies or th.e Compa.ny. 

-Consen1 of Anhur Andersen & Co. , Independtm Public Accourna.nts, included al 
page 2l o.f dus. Report . 

(b) Reports 011 Form 8-K. 

o repon o.n Fronn 8-K wa:s Jiled wi·th rthc· Securities and Exchange Comrnissio:n durin& the last 
quane.r of l986r. A report:. on Fo•nn 8~K. OO•Dcem,ng me p~mi.aJ seulemenr of the Company's hbeslos 
oodiJy mjury m.surance lit~ galion and the Com pany's joirung the Well ington Asbestos Claim Facili.ry was 
tiled o.o Jaouarv 12. l987 . 
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SIGNATURES 

Pursuant to the requirements of Section 13 or lS(d) of the 
securities .Ex:change Act of 1934, the reg·istrant has duly caused this 
report to be signed on. its beha· f b} the undersigned, thereunto duly 
authorized. 

Date: March 23, 1987 

GAF CORPORATION 
(Registrant) 

By 
{Samu 1 J. Heyman) 

Chairman of the Board 
and Ch i .e f Executive Oft icer 

Pursuant to the requi rements of thE= Securities Exchange Act of 
1934, this report has been signed below by t he following persons on 
behalf of the registrant and in t he capacities and on the dates 
ind ·· cat·ed. 

&nature 

cs .. W; J. Heyman) 

Title 

Cha irman of the Board and 
Chi·ef Executive Officer 

ill ' ,(..r-/) 
JJ.lk.<-4-k ~M~ 
. (Danie!l T . carroll) 

Director 

( 

--r~ / ~ Director and 
(Carl R. Eckardt} Executive Vice President 

Director 

Director 

Senior Vice President and 
Ch ief Financial Officer 

Director 

-J.O-

JDa.te 

Maret ~ 3 , 1987 

March 23, 1987 

Marc:h 23, 1987 

:March 23, 1987 

March .23, 1987 

March 23, 1997 

March 23, 1.987 

'""1' ~ 
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( .Edwa.rd E Shea} 
Director 

Director .and 
ice Cha irman 

Director 

Oire·ctor 

UJII 
-a -

March 23, 1987 

March 23 1 1987 

Marc h .23, 1987 
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R£PORT Of I DEPE DE T P BUC A 0 TANTS ON HED 'LES 

Ci AF C RPOll TION. 

ln i.i'Onnecuon wuh our ¢xamlnauon . or the: ~,;ons.ol idated financutl statementS mdud~d in. C ·AF 
orpor.auon's; :annual repon t !>hareno lders and incorporated by refel'ence in this Form 10- K. we have 

also e)l!<)f'llmed 1he schedules a lis•ed •n 1hc: mdex on page 18 of th1s Form 10-K. Our CJtam:inations •of the 
~nsol id ~:ued financial ~tatements were made for the purpose of rorming an opmion on those statemenl5 
taken a a whole. Th·e schedules a~ presented .ror purpose of complying with the S-ecurities and Exchange 
Commi ton's rutes .;;nd an: not p •n of the ba 1c linandal st~uements. These ~hed.ul~:s have been 
ubjected to the auditmg procedures applied in the exa mmntions of the bask financial tatemenlS and. in 

our opuuon.. fairly state an al l material te.specr.s th e:: financial dala ~quired ~o be set fanh th1ereh~ h1 re la(ion 

to the baste flnilnClal ta1emems tak n as a whole. . . . · j .· 
/~ /hd~-¥\./;/:0. 
ARTii UR ANDERSEN 8t Co. 

Roseland. · ~ew Jersey 
February 9, 1987 

ONS T OF I O£PE . DEr T P BUC ACCO NT ANTS 

As mdepcndem ,pubhc accountants. we hereby con em 10 the incorporation of our reports m
corpor~ued by rre ferellce or ~~eluded m th•s Form I O~ K . fnt the Company 's prev'ously filed Registrati,on 
State men Is on Form -K ~No , 2-SJbSb. 2·41036. 2 ·92203. Z-92202 and 2-336424 }. , 

~/~~-- .~C. 
ARTHUII: ANDERSEN&. Co. ~-

Roseland. New Jersey 
March 30, 198'7 
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GAF CORPORATION ~D SUBSIDI.AI\IES 

SECURin£S-OTH ;IINVESTML~TS 

4a of December Jl, 1916 

s..n-· - ...... , ....... 
A t DEPOSJ TS 

Tnm Oli!!posus 
c~rnflc.at.Q of ~po&n 

Toml~ 

B 1 S£ct.'RJTJ£S 

I ) ~I'I'N'III ~ni!~J 

t.:S 
,fo~•P 

TOUII 

2 ) R~~~~4211 A~1tls 

J 1 C.-"'"" Sto.:t • 
Cabot Corpor.,.uoa 

Co~y iJ!IC'f Orn.O tlbl~ Gooch! • I 

C'llcrrucah• 1 l 

Dl~nalkd llldustn~( J ) 

D1v-e·mfled Fman IJ Comp~rutt ( II 

RA-.whllet •· • 
D•vrn.a.fi.ed Serv1a: C.>mpa·mn.t 2 1 

Uuhuni41 1 

Othu 161 

Tot.~ 

<1 } ml~ Sto.:u· 
t;ullursi B l 

Othrrr ~ l 

liotal 

M1~ ~ritR.-C...._ S11odl 

l 1 flolJ · WVD« Corpotauo 

2 1 U ruoo Cartnde Co-rpol'luon 

J 1 CBllndwmn. Inc 

( Doll•n in Tbousaads) 

""-i .. a 
"'-••• 
!'liat•~ o( 

~•rn 

SI2J.~OO 

20.21 2 

5143312 

i U!~O 

18.• 1' 

IO.SOO 

1.299, 00 

1_10f.JUO 

• . 68456 1 

2.031 .300 

• Fttures m parenthot'ses 1Dd1cate number of romparues m iroup 

.22 

c.,., 

SI2J . .SOO 

10 .~ 12 

)i loll.112 

s l ,$20 
lll.4 il '1' 

tO,SOO 

] '9;9 1J 

11.4 17 

1:4.9?'t 

19.0% 

'l'.9SS 
l .U I 

' 5•.Sil 
~~-000 

16,319 

• ~9.()61! 

~ 1 .02~ 

9.b]' ---
lO.t.-44 

JS. "''~ 9 

S2M .d~ 

S26&.;<&:::: 

90.69 . 

H-428 

S4 t 2.J6S 

......... v.-.., 
I).H!..a..r ll. ,. 

Slll.SOO 

~Q.~ 12 

Sl~i. 1 12 

s J.UO 
u.•P 
ll.l:li 

lO,SOO 

}11.'9'91 

1q.l8J 
I ~ .9"1'() 

18.02tl 

U.t9 
ll. 0 
1) ,670 

l~ .990 

2.5,667 

~ 16,0 6 

~0.013 

~ . 666 

29,6 9 

lH8'6 

$2~4. 1 28 

S-29 1. ' 9 

w~.40l 

~1!.683 

.. ·~ ~ ' fi~ 

SCHEDULE It 

..... ~ 
Shot I c.,.,., ... 
"-'" 

S26-*,128 
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G F CORP RA Tl AND UBSJDI RIES 

UJ:Id 
Land 1mpro..-rrmcnu 
But.ldmp Uld buLidLOI cqmvm~tn 

Macillll I') &nd cqwpm ttll 
Co~n Lll pror;R:U 

L..and 
und 1mprovcrru;•tl'ts 

BwldllliJ .11.nd bullom~; e-q u1 pm~n ; 

!\hdull f"\1 .and cqu•r-mtn• 

C.orull'lK'IOOo ut pro'"'" 

O usifiudoe 

Land 
Li..Dd ompm c:mc:nti 
Bwld.u1. .11..:1d b\ltldmc eqwpmu1 
M~dlmery .. n~J ~·u.opmcu 

Corutrud.loo to pmlfn=s.a 

I, I . I Di!!DOIC1 t!Cl clUl!DI:t dUIUllil )'U J 

PROPERTY. PLANT A .. ND • QU[PMENT 

\:'ear Ended De~.:ember Jl, 1986 
! DoUan1 11 Tbouund.!o I 

8al:aaco: 
Jam~a:r} A.dd ittOru 

1986 •• (ott R~tkem!fn~ .. 

s •b_7Q - ~ lO s !16~ 

9:%3 ;I" 9 

H . bJ,J J .9 41 

nr>.JS ' 22.8 J ll. 66 
ll .36? o.540i .~~. 1 l. iO~ 

Sl08.1 SJJ .914 S l .96tl 
~ --= 

Year End·ed ecember 3 1. 1985 
I Dol lan ill ThouUI!Ch 1 

Balaoc:e 
J i.llUII') l, AddiiiO!'I~ 

198~ •• Cott Ro:llrocm~~:ou 

s ~ -
.• 

$ s 4.2t. 
9 .24 ~ •• 9o6 

~1 . 5 ~~~ ~ . 920 3.723 
200.·b~8 42 .'3~ 2::! .464 

10.1 : U9•<~• 4J 

$218. 44 - S4 , , 1 l S26. n 
~ 

Yea:rr Ended 1>-ecember 31 1984 
(Dollaf'.l In Thounnlb l 

8danc:e 
JU!Ilary t . ..... 
$ 6 ,1 i 4 

U9~ 

~.38~ 

II O.t 
S, 714 

$2 86 .21 

Add~ IOM 

*' Cott 

5~ l 
"I~ I 

C! . l I 
4,A27t a I 

SP.900 

s )6'1 

224 
uss 

.U I 

b 1 R~9~C"Soeou ;J.OQ UI.utloo of dh~maca.l {.i:ctll·h~ (tom .BorE· W ;J.rn~r Chtml~ls. Inc 
• 1 Rc-pn:sotau. acquuiUOD o f Jlat.i liber (;~aim , from Rt ochtl!old C tmtcal h•.: 

Ottle:t( b) 

$ 

uoo 

suoo 

Ot.b~rtc I 

.$ 1.4 16 

1,&76 

~ . 958 

S<J • .2SO 

Tnn~fen 
~toor«!'l 

AtC'OoUftH 

S-

CHEDULI v 

Btlaace 
Decembef . ~. 

1986 

$ 5.9S2 
10.4 t 
S6.8H 

240, t1o:i 
lo . l9 7 

SJ29.518 

Balance 
0«-.brer 31. 

!98! 

s 6 . 9 
9.~6 

c J.6ll 
226,) i 

11,362 

S308.140 

Balanc:e 
December .U. .,..,. . 

S 5, Oi 
9 .24 ~ 

52. ·s 
2<>-US 

IO,t ;2 

$218.447 

The ranges of annual depreoat.!oc rates genera lly were a~; follow & ( applied pnncipally on the su.aajnt
l.Lne bam) 

Laod Improvements ....... . .. ........ . 
Butldmgs and bulldtng eq Ulpment ..... . 

Machmer) and equtpmern . ...... .. 

4-16~% 

2 ~- H!-'l% 

5·3 J LI,% 
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SCH DULE VI 

A.F CORPORA TlO AND S BSlDIARIE 

A VML' T£D DE.PRECIAT,ON F PROPF.RT\' , PLANT AND EQ IPMENT 

CIU~~Ificalion 

~ ll'lt tmpro.-., me11 -

Butl'diQJ) .ond bulldme .,qu•pmen• 

Mac;tuncl") and eqiJipmem 

~nd im provcrncll U 

8 "1 dtl:IIJ ;~Bd Ud!Di eqtnpmcnt 
~-h,dlln~r~ .tod C'qll.upmcnl 

L;;~.nd 1mpm "mcn 
Bu oJdlrt~-i <~ond huudm.g rq u1pmcn• 
Matrunc~ 1.nd eq~• pmcnl 

Veat Ende-d Decemhtor ~ . 1986 
t Doll11 rs In ThC>!nnnlb I 

Addlraom 
Bth tlliU Cba.-.<!'CI fo 

JI!II.II!T"} I, CO$b uMI 
I~ E"'perua ----

s .616 s 46(1 

h .•Ul' I ,'il ,q 

8t» .Oil 15 .5 3 

S l 14 .0S,4. u-_g ~ 

Y u End~. J>e.:.ember 3 t 198 
(Dollar. in l'bo.~ul!!b 1 

Aoklldon• 
Balli nee Cltarard I•O 

JI!IJUAr) I , 0 lo!IU8ocf 
~m bptDM$ 

s J .Bb s 500 

.. ·~ ~ -1 4.) 

15 1 14.'1 3 

S11'9 .B2 Sl ~.36'> 

Year Ended Decembilr 31. 1984 
1 Dolill " m Thou ancb 1 

Addl•l OiU 
Bal•nu Chartc:cllo 

Januu) l. Cosu ud 

'B•Ia•M c 
~-~~er · 1' 

ReUremen~S 1916 

s 6 s. ".010 
8: i H.S • 

Q_8 96 91 ,648 

$1'0.&411 Sll l.lq 

8al.a11u 
~eu~brr '· R~c rftllcnu. ~~ 

s 110 s 3,616 

l .6'l 24.4i ~ 

18.861 86.01) 

Sl , ,b44 s: 14.054 
~ 

T,..n,fcn Bal•n~;e 
lkt-een Dec~mboer 3l. 

t934 Expenses •RIII·i r~tm~tnll A~C\04.1111;. l984 

2' .!!9 ~ J 38 $ ~ 97 s s ) .236 
1..5. 76! l,HO 2, 171 <l 25 .94 
931)9~ lll S09 19,446 • ll 90.1 ~I 

51 }_ 4 5. 19,) SHJH4 s 5' 1l9•.H . 
-- -- =---
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GAf CORPORATION ..\NO UBSIDIARIE 

VALUATION AND Q AUFYI G A ~ COUNTS 

. IJul tiO:fl llHI Qw.!ti'Y'I'It:. • 
Wtud't The~ Appl 

AUowlru::t for· dout:· fuJ I«::u nu 
AUowamcr for dliKIDUIIU 

R~f'o'lii ror UlVC:nLOI')' vaJUAL D 

De:Ktiptioo 

~ar End'ed De ember I. 1'916 
( Dollan itl Thouu twh 1 

S.Jla.,.,.e Otaqed ro 
Jal!lil•r") I. ot'll andl 

19116 [xpet~MJ 

s ' l4 2 $' . 1111 

l.8 4 8. 82 
3.&1 4.0 

Year Ended~ mber · I. 1985 
I [)olla..,. in n-..~ncb I 

a • .....,, .... ~ 10 
-J1111u•.-, I , Cosu •nd 
I~ [:w:pcase 

\';a.Ju-'u(ln a,nd Qual•h ·l!llt A :O•unu Doedu.n~·d '110"1. M~u i o 
Wruo;.h Tht} Appj~ 

AJ!o,..·.&na- ftll doub1ful &a:IOunu 

AlJow&nU fm dba>b•DlS 

R.~rve: fur u-wtntur:- "al .latoon 

n .426 s 10) 
1.41 . 1' 9 
-UJfl I.J St~ 

Y ar Ended De~ember 3·1.. 1.984 
( DoUu-s In Th.WiiUW.Is) 

81'--r .a~ ra 
January I . C.a. lJ !lno!i 

191W f!•~-
v,~~~tO·fl lA<I Quall( llllt Accoun~ DtoduCif'd ·mn. As!.(l io 

Wluo;.h Th~y Apply 
Aillo!iti.OCC {Qr doub,.fUJ i-C:C:Ou'IU 

A!tlowo~~aa- lor dUCOUDti· 

R.e:s-~:1"11:' for Hl"entory "aJu:won 

25 

:=•· 709 SiiJI] 
914 6. 2 

7.HI l.%7 

SCHEDULE VIII 

BahDCr 
~C1Ua31. 

CkdwctM>m lHfi 

Sl .IH84 II I S4 .J82 
t.,:BJO U26 
2.558 U 44 

alaot~ 
De~~~~~~r 3, , 

Dc.luclion.~ t 98~ 

$ 9!Pf&l s ~ . l42 

6.804 I. 4 

2.26 l .o11 

B 
.,_.., 

Oft tlllkf 31 . 
Ded.utlioM ,98-4 

5 5%(!1J SS .4l6 
6. 197 1.48\l 
6.110 4,5)!.! 
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SEC- RITIES AND E ~. HANGE COMMISSIO 
"'ASH I"' I T " · D.C. 10549 

.8BOD .B.B.C_ 

1986 FORM tO .. K 
ANNUAL REPORT PURSUANT TO SECTION 13 OR l 5(d) 

OF THE SECURlTIES EXCHA NGE ACT OF 1934 

For The F ts Year Ended 
Decembt' r 31 . 19 b ConurussJon Fu umber 1-501 

G A F' Corporation 

EXHIBI .TS 
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EXHIBIT INDEX 

J_l -Restated Certifi¢atC of lnc.orporat.a .. •n (See hhibit 3. 1 co the Company·~ Form lO·K 

.3-2 

3.3 
4_ 

10.1 

for the year ended December J 1. i 985 ). 
-Ceftifi.cate of Amendment of Certificate of lnoorporation. as tiled wtth the Secretary 

of State of the State ofDelaware on April 2 8, 1986-
- Bylaws of the Company. 

-mstnJmeDl$ ddioint t h~ titJits of secQrity hoJden., tndll.ldUtl indtDtUR'$. Th~· 
Company bereby undenakes to furnish copies of aay 1ona·tcrm debt instt\lme·nts to 
t.be SEC upon reque:>t-

- Executive lo~ntive Compensation Plan, as ameudcd throuah October 18. 1979 (See 
Exhibit A( J ) lO the Company's Fonn IO·K for the year ~ad:ed December :t I. 1979 ). 
amendment dter.ro ( See Exhibit 10.6 lO the Company's Form 10-IC for lhe year 
eoded D:ecember 31 , 1982 )1. 

10 . .2 - Pla.n for the Sale of kestrict.td and Unrestricu~d Common Stoek 1o Employees Who 
Perform Executive, Administrative or Supervisory Functions {the .. Restrkted Stock 
Purchas~ Plan"), as a.mend•d throueh September 23. 1982 (.5«: Exhibi1 10.7 to the 
'Company's Form I O-K for the year ended December 31 . 19:83 )'. 

~O_J - 1975 S(oci: Optio,u Plan (See E.xh:.ibit l0.910 tbe Company•s form JO .. K for the ~ar 
eoded De-:ember J I, 1982), amendrnem thtrcto (See E:mibit I 0 .. 09 co c.be Com 
pany'.s Form IO·K for the year ended December 3iT \982 }, 

10.4 - Unarumow wntte:n consent of the Stock Opuon Comro.iuec:, dated July 22. 1982, 
mending the Company's sroek option aeret!iileots to include Limited R.ilh!!> (See 

Exhibu l 0_11 to the Com.pa:Jly's Fonn 10-K for tbe year e"Dded Deoembcr I. I Q82 .~ 

10-.5 - 1984 Emplo ee Scock Optioo Pan (Stt Exhibit 10.2 to the Company•} Fonn 10-Q 
for the q.ua.n.er ended April I . 198 4 l 

10.6 - Deferred Compensauon Lener A~mtnt dated December II, 1985 (See Exhibn 

IO i 

10.8 
ll. 

13 
2l.l 
2L2 
22 

l 0. 7 to the Company's Form ! Q.K for the year eoded December 31. 198S ) . 
-A,re~meml date.d Odobcr 2. J 986 wtth U!Uon Carbide Co:rporation r( See Exlubn 7 

to Amendm.enr 15 to the O>mpany's Schedule llD relative ro Union Carbide 
Co,rporat:io,o. IUed by the Company on OctOber 7, 1986 ). 

-Atn.endmer.c to tbe Reitricted Stock Purchase Plan. dat(!d 'February 24, 19·8 . 
- Com.putatlon of Eal'nL'I'I.gs pet Cnmmoo Share or the Three Years ended [!h:ezembe, 

I. 1986 
- A.m.nuaJ R.c:pon to Sbalieb.o.lders for the fi$C.~I yc:.&r ended 0CI%mber J l. ' Oet: 

- Proty Staemcn.t fo,r the Compan ' o; 1981 ~nu.a.J M«El:l'l;l ot Share bolder$ 

- Form 8-K. aated Jat~~uary 7. J9S - . filed b)' the Company oo January 12 . 198-:' 
-Substd1arie~ of the Company 

24-I - CoD.SO of Arthur Anders·cn &: Co-. Independent Pablic Aoco!J;1tant.s. included at 
page "'" 1 of rru Repon 

3/ 
1.{7 

78 
PJ_ 

~~~ 
I$ '1 
!,3 
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Position 29 
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• Mana~ement's Discussion altfl Analysis of 
Financial Condition DIHI Results of Ope,.,tlons 

GAF CORPORA110~ 

I lll.rlle J,d ( otllll • •u n 
Record earnings a•rd significant increases i n cash flow 

from o ~erai i <HlS substanti a llv improved the Compan \'·s 
I manual condition during 198h a nd 1985 . The Company 's 
cash flow from operations mnrP. 1 ha n tripled in 1986 to 
$JU million after a $20 mdlum (25°!ld increase in HJ8~ . 
Total \'I.' Ork.in~ LuiJital incmasml $:115 .1 million (178'Yn )lo 
$442 2 million after a $3b4 million 126'~i>l jump in l98S . 
" h 1l t> total assets i nc reaseJ $4b 7. 9 m i] lion (53~,] in 1 98[) to 
$1 34/ blll10n . Shareholders· equ it\' has nea rl ~· tr ipled in 
lhP las t two vears. !rom $21 4 million al Decerr:ber :J1, 1984 
tn $2Y8 2 million in 1985 and $H01 .5 million as of Dec:em · 
her J I . lYBii 

Th1s •mpnl\'mnenl in finiliH :ml condition rdlP.cts rP.c:nrd 
h1~h c ~d rnln~s bv ttw ( :o mpa n\·'s t:hHmica ls h•.1siru~ss. H 

lt1rnawund h1· rlw Buildmg ~·hrll ~ nals lms umss, and an 
mc~ast' Ill incc.Hne un in \'l!slnwr •ts frmn $4 .2 rni Ilion in 
1~R4 tn$2::!4 miLiinnandS77!lmilliotllll 1!l8;',and 1986 . 
rt ~ ... pPLiiw~h In ilddi tiCJn. rtw ( :onqmnv in 19Hti rt~alized 
C':\1raordJrran· ~a Lns rlf $2Ul 4 ,n•llicm. af ter t ax~s and 
c• x. penst~s . on t t s 1 n \' f~sf nwn1 1 n l : nton { :arhi rl P Corporal ion 
(set' ~otP ~ f d ( :on soli dall ~d Fm<~nual Stai Hmentsl . 

( )f ttw tclldl <JSSt>.ts u f $l :JI1illiun atDt!t c~mlwr :11 . lH811 . 
$Kh4. H mill wn c .u tl s isis uf \ .;r sh . short -term i rn·t ~s t mc ~ rr b 
dnd Tlhlrll'lahlt• secun ti e:-. a~ 1.ump<1Fed with $4\YA million 
diH i So~ . h mdlwn ill Decern twr :n . 14fl~ and 1Y84 . re~q.l~ - · 
tivt~h t\ subs tantml por1ion of dw; HH:masP. in cash and 
Ul\' eStnn ~ u l s was gc~m~rctl!~d frum cash flow fmm opera
linn~ Tlw ConqJi.l Jl\' 's total dc~bt wa!'> $4?U .2 million a l 

Dt><.emb P. r J t. tYHb . Lutnpan~d with $374.4 million and 
$H~l :1 mill1nn <1f lhP ellfl of HJH:=i and I Y84 . respt~d i\'t! l\ 
Tutil l Lilsh an clm\'PStm~nts at Dt~t :emtwr J \ . l!:JHf) \\'l~rt· 
$2-l :lh pPr s harP. while d P.ht wa.-. $J:U11 per · har~· J)eht <1:-. 

a j>en.t•nt of ddlt plus equl iY W<t."> 2~ L4'-'·• S5 .i'1;,. a nd 44 ,1U;, 
a:s of D1~u~mlwr :n. 1984. HU'I!'i and 1!186 . res pm:ti\·el\' 

[n r\uvelllb~r 198b. :}w Comp<u n 1ssuHd $155 miHion ol 
up. , ,~ ... St~IHo r :-: u l>ord i nute:d not '':0. d UP 1994 aild $10 5 m i 1-
IJOn of 10 ~ ""1., SPilHJt suhordmi!Wd dPtwnlums dw~ 2001 
Th P. notes rlrt • rE~<lt~emab [ ,., <1ftm Oct ober 31. 1!:JHL <lmlllk 
ddwnlllfP.~ ath~r ( lr:lober T l l YY'l Annual srnking fund 
~Jantwn1 .'> of IH .7S"·,. nl the ~ , r ,nup, tJ d fl\ (Jllnt \ll tht• ch~ht~ll · 

. . t 

I u res origina II y issued . comme ncing Nov e ~ mber 1. 1997. are 
ca leu Ia tad 1 o re i ire .. 5% of their principal amount prior to 
maluritv These securities will be subordinated lo all exis1-
inR and.future senior indebladness of the Company. Nel 
proceeds were approxirnalnl~ .. $249.1 miliion . after 
~txpenses and discounts. 

In Oclober 1986. the Corn pan y placed a $38.1 rn iII ion 
mortgage on the Com pan\'\ lwadquarhm• pm pHrt y. ThH 
rnortgage is d ue on October H. 1!:196 , and i nte n :st on the 
fund s is a la rate based on •lw London l.nterbank Ofrer 
Rar e. The funds were utili7-!Hl mainly for repayment of 
dHbl. An $8.7 mi Uion capital luasH nbligiltion fnr lhe head
quarl!Jrs property due in Augusf 1997 was paid as of SHjl

tember 30, 198b . 
On june 30. 1986, the Com pan~' ~ntered into a $100 m il

lion 1hree-year revol vin).; (;redil facil ity with a consort i um 
Df lf!n hanks. replacing thP Com pany 's previous $75 mil
lion revolving credit agreemtml. which had been increased 
from $50 million in Ma\' l~ HI-i . Jnten~sl on borrowings lS. at 
lhe opt ion of the Cmnpa rn a! !he prinm rate. a rate based 
on the London lnterb;mk Offm- Rate , or a ratn hased un tlw 
Certifi ca te of Deposil Rat~ ~ Tht· agreement includes certain 
restric tions on dividends a tH1 p rovisions for the mainte
nanc e u( minimum \•\"Orki n ~ capital. nel WOrth dnd limila· 
tions on dB bl which prn"'d•· grealer flexibility than the 
res I riel ions conla i n!ld 1 r dH ~1r H lr agrBernen I. Them were 
no borrowings o J I sta miL ng under I h : s HKf"HHnwnt at Dncern
ber :J 1. l H8ti 

Total working capital iucmasBd m 1986 to $4Y2 .::! mil· 
lion . The vvorkin~ t:<lp t l , d r,tl io impruved from 1.70 :1 a t 
0fH .~mber J l. 1Y8.'i . 1(1 1 W1 l Short-te rm debt fell in 1986 
from $115.4 millicn tn S:.! H million. CHsh fluv,· from olher 
working r:a pital iiP.IH~ 1r1 1\Hll) totaled $42 .6 million. 
Rdi Hcli ng ltght contwb . tota l inventories wen: reduced by 
$7H million (fl 0.4>) in 19tlti tn $86.:0:: million . Increases in 
payablt~s and ar :cruals contributed $41.7 million l.o cash 
flow . Accrued lidbilities incmased $20.4 million [35%) to 
$7Y 3 million, refln::ting increasHs in various Company 
resen•es Other I iab i lit ies mcn:e~sed $18 mill ion l22'l'u l to 
$98 . .5 million refl ec ting au: rued expcmst!'s relating to the 
Compan(s irwesl nw nt in lJniun Carbidt~ . 

ThE~ Compa nv ·s Cd pit al expendi ture s hi:!vB inu·e .. st~d to 
$3.1.H million and $4 7.2 nli llion in 1985 and 1985 . respec
tivnl y. d1'i compctr~td with $17 4 m illion in 1984. Capital 
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Management's Dfscualon and' Analysis of 
Rnanclal Condition and Results of Operations (conrinuedJ 

e pend itures in 1987 are • pected to ~ ceed $50 mill ion. 
The im:reased cap ital outl ays \\ ere !Jilrt of the $118 million 
carilal p·ansiou prograrn annou t11 :ud in late HJ84 to sub
slantia lly incw•l~ • product on capac it al several or the 
Comp n~· ·s dnm stk and f T"f'ign opr;ralion . In addition. 
the Company completed in I ' ;: .t • .llllajor capa ·ity expan
s ion al i.ts joint-venture m <Hl : .. . ~ urin,H faci lil~' i n West Ccr· 
many. which doub ed I h • (.oJ..Iddty 1f thai plant 

Kf• .. u l l:' ull J pPI ·•••• HI' 

l'IUii \pr-.u., \!111 :-, 
GAF in 1986 recorded lh highest earnings in its history. 

bolh in terms of net income and income Lrefore extrnordi
narv cred its. Th $80.7 mi l.lion income before extraordi
nary .red its rep resented a 49% increase over the ,revious 
high of S54.J mUii,on set in 1985. Income from I he Chemi· 
cals bu - i~ness and AF B dcasling niched record levels. 
while the Building Materia 'ls business recorded its best 
vear since 1978. 
. et i noome for 1986 of $29:L2 mil Uon induded $201.4 
million ($5.55 per share) in ·cxtraordin r: credi.ts. aher 
taxes and exptms ·. resu lting from Union Ca rbide's Janu· 
ary 1986 ex.L:hang" offer. r~:~om Carbide's s pecial third qu ar· 
ler di\ id nd. and from th ale of Carbide shares in 

ovemb r (see · ote Z to Con5olidat d f inancial State
ments). ln addi tion .1 here were $11.1 million in xtraordi
nary l iJx credits from the utilization of domestic end 
foreign ·Opera I in,.; loss carry forwards compared wi th the 
pre iou· year's $23 .3 miUion. 

Consolidated ~ales in 1986 of.$753.8 miUion were 3% 
higher than 1985 sult~s of $732 million. ref1ecting increased 
unit sale· for mosl of the ompany' · product lines. which 
mvre than oUsel the negati ~ffects of lower domestic sell~ 
ing prices. primarily in-re. idential roofing. For the lhree• 
year pl~riod ending in 1986. sales increased 7.8%. However. 
aft e r iJdjusling consolidated sa les for the sale or d i aml.i n
uanc ·of oertain product lines, sale growth vas 23.4%. 

Consolidated operating income for 1986 of $113 .6 mil
lion increased 29% from Ia t year's $87.9 million. Gross 
profit margin. whi ·h \'vas 2.9.8% in 1985. improved to 
J4_2° in 1986. 

Chemicals reported record profits of $107.8 mHJion i:n 
1986, a 16% increase ove r the previous high of $92.6 mil
lion for the yeor 1985. Chemicals sales grew to $377.5 ml I
lion from $364:.4 miUion. This record-brea~ing 
performance re ulted from several factors: a marked 
improvement in unit sales in most product lines resulting 
from strong domestic and in ternational demand; a favor
able producl. mix: lower raw material prioes: ,continued 
cost · mprovements primarily due to manufacturing eUi· 
ciencies: and the improved profitabiJiity rrom l ntern a:tiona ~ 
operations refl ecting increased marke1 penetration and the 
continued dedine of the U.S. do Uar. Tbese factors more 
than offsel Ch.e efrect of lower selling prices in 0 yeaE 
when pricing in some p·roductl i nes was sorter than th 
corresponding decreases in raw m1llerial prices. 

The Chemicals business continued to show returns on 
sa~e - and identifiable assets that are among the highest in 
the specialty chemicals Industry. The return on sales. 
which was 25.4°/o in 1985. jumped to 28.6% in 1986. The 
oper ting return on assets increased s lightly in 19861o 
42.8 o from last ear·s 42.6%. while tolal Chemicals 
Identifiable asse.ts iucreasud hv ·o to $251.8 minion. 

The Company's Bui ding M~teria ls busines · posted a 
49 ., improvement in profit in 1~86 to $30 million from 
last ear·s $20.1 million. ~~~ } itd consecuU e year ol sub
stantial earn ings growlh. Sales ill 19'86 were $372.1 mi~
lion, up from $363.9 miHion in 1985. as an increaso in 
residentia l and commercial roofing unit sales was partially 
o rtset by the continued eJ'Iosion o( ~elling prioe . The 
improved profit performance .re::sulted from continued cosl. 
contro l programs, rnanufucturing efriciencies, lower ruw 
material prlccs .. and a h.ighe r un il sales volume. whlch 
combined lo mote than orr et the adverse err ct of lower 
selling prices. Building Materials a lso benefited from a 
more favorable product mix a~ a result of new product 
in troductions and increased sal es emphasis on 
Timbe.rline . the Company's premium roofin product. 
and J<oya) Sovereign®, a residentia l shi ngle introduc~d ln 
1985. 

In the Jast three years . Building Materials has recorded a 
$64 .5 million t.urnaruund in operating resul.ts. from a Joss 
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of $34.5 million in 1983 to this year's income of $30 mil
lion. This has enabled this business to show increasingly 
high operating margins andl operating returns on assets. 
The return on sales impmved in 1986 to 8.1% from last 
year's 5.5%. while the return on identifiable assets 
increased from lOA% in 1965 to 15.5% in 1986. 

Inflation has had a mini ma.l direct impact on the Compa
ny's income from operalions. 

Interest expense increased in 1986 to $35.4 million from 
last year's $19.8 rni.llion, reflecting debt service on the 
Company's senior subordinated notes and debentures 
which were issued in June 1985 and November 1986. The 
higher interest expense was more than oHset by substan
lialiy higher income from the Company's investment pro· 
grams. Such income increased in 11~86 to $77.9 million 
from $22.4 million in 1985, as detailed in Note 2 to Consol
idated Financial Statements. 

Other Expense-nel in 198 6 consists primarily or 
expenses and reserves in connection with products no 
longer manufactured or sold by the Company, offset by 
$8.4 million of equity income from the Company's uncon
solidated captive insurance company and the 50% owner
ship of GAFIHUls Chernie GmbH . 

l'lH ", \•·r-..u I'IH-1 

The Compan;•'s 1985 income before extraordinary cred
its of $54.3 million was 32% higher than the prior year's 
$41 miJJion . Net income increased 37% to $77.6 million 
from the previous year's $56.7 million. Both figures at the 
time represented record highs in the Company's history. 

Income rrom the Company's operations improved more 
than 25% in 1985 to $113.8 mill ion. reflecting a 17o/o 
in._,,ease in Chemicals profits trom $79 million to $92.6 
mill ion. an 85o/o increase in Building Materials profits from 
$1.0.9 million to $20.1 million. and a 58% increase in GAF 
Broadcasting profits born $0.7 mill.ion to $1.1 million. 
Income from operations in 1984 had nearly tripled over 
1983 levels to $90.6 million as a result of 22% higher 
Chemicals profits and a $45-.4 million turnaround in 
Building Materials to a profit o£ $10.9 million. 

II 

Consolidated sales increased slightly in 1985 to $732 
million after an increase of $31 .9 million (4.6%) in 1984. 
Chemicals sales were up $7.2 miJUon (2%) in 1985, while 
Building Materials sales of $363.9 million wure lower by 
$6.9 million (2%). 

ConsoJidated operating income for 1985 of $87.9 million 
represented an increase of 41% from the prior year's $62.2 
mill ion. Gross profit margin. which was 24.9% in 1964, 
increased to 29.8% in 1985. 

The Chemicals business reported profits in 1985 of $92.6 
rniHion, a 17% increase over the previous year's $79 mil
lion. Operating margins in 1985 and 1984 were 25.4% and 
22.1%. respectively. Chemicals continued to show an 
increasingly high operating nHurn on assets, with a 
return of 42.6% and 38.8%, respectively, for the years 1985 
and 1984. 

In two years, Building Materials recorded a $54.6 mil
lion swing in operating results to a profit of $20.1 million 
in 1965, up 65% from $10.9 million in 1984, and from a 
loss of $34.5 million in 1983. This performance was 
.achieved thr()ugh maj'lr cost cutthtg and production effi
ciency progrnms. After three consecutive yean; of losses in 
1981-1983, this turnaround enabled Building Materin.h;, to 
:show operating returns on assets of 10.4% ami 6.9% in 
1985 and 1984, respectively. 

Corporate operating expen')cs •.n~re reduced by $3.1 mil
lion {16.6%) in 1985. afier a decrease of $4.2 million 
(18.5%) in 1984 as compared with 1983 . These reductionr 
were attributable to programs implemented in 1984 to 
.decentralize operations. reduce corporate staffs, and relo
cate the Company's corporate headquarters. Interest 
.expense was $19.8 mill ion in 1985 as compared with $9 . .1 
million in 1984. The increase in 1985 primarily reflects the 
debt ~P-rvice or1 the Companv's senior subordinated notes 
which were Jssued in 1985, as ,,.,eu as borrowings j n con
nection with the Company's inveslment programs. The 
.added interest expense was mor than offset by $22.4 mil
lion in income on investments. as detailed in Note 2 to 
ConsolidateJ Financial Statements. 

llO 
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S\llllm81'Y ofSeEected Financial Data 
(Millions of Dollol'l!l, E'xcepl Per Share Amount11) 
Yeorfnded Oec:emoor ll 1.986 1985 1984 1983 1982 

Sales 
Cbemitals $377 .. 5 $364.4 $357.2 $323.2 $·294.4 
Buildlng Materials 372.1 363.9 370.8 373.2 328.8 
Broadcasting 4.?. 3.7 3.3 3.0 

e·m Sales 753.8 '132.0 731.3 1699.4 623.2 

Income (Loss) From Operations 
Chemicals 107.8 92.6 79.0 64.6 55.4 
BnUdio.g Materials 30.0 20·.1 10.9 (34.5) (26.3) 
Broadcasling 1 .. 3 1.1 0.7 0.5 

Total 139.1 113.8 90.6 30.6 29.1 

lncome (Loss) From Continuin;g Operations 80.7 54.3 41.0 (29.2) '12.2 
Per Common Share-

Prim ry 2.22 1.57 1.31 fl.t t) .32 
Fully Diluted 2.22 1.50 1.15 (1.11) .35 

Divid nds Per Con1mo Share .10 .10 .05 .025 .25 

As of D cember J I' 

Current Assets $·659.1 $426.7 $2:54.9 $220.9 $212.4 
Current Liabil.ili 166 .. 9 251.6 114 .2 127 .7 123.4 
\'Vork ng Cap·il. a 402.2 177 .1 140., 9:l.2 89.0 
Markeluble Securities 412.4 202.2 

Pro pert , Planl nd Equipment-ne:l 208.4 194.1 159.1 164.5 192.4 

Total A sets 1.347.t 879,,2 452.J 414 .3 468.3 

Short -term Debl 2.8 115.4 6.5 30.7 7.8 

Total Long-term Debt 480.4 259.0 8 2.8 88.8 157.1 

Sharet olde·rs· Equity 601.5 .298.2 214.0 169.8 181.9 

Percent of Deb! to Debt Plus Equity 44.5% 55.7% 29.4% 41 .3% 47.5% 

Market for Comnaon Stock 
A:; of February 27. 1987. tho common stock pric was $4 .R75. and there were 21,166 holders of record of the Company's 
outstanding common stock. The rollowin.g information pertains to the Company•s common stock. which is traded on the 
Ne" York. Stock Exchange. 

Casb Dividends Per Common Share• 

First Quarter 
S11cond Quarter 
Third Qua_:rter 
Fourlh Quarter 

1986 1965 

$~025· 
.. 025 
.025· 
.. 025 

$.02 
.025 
.025 
.025 

High 
$37.125 

37.25 
36.875 
44 .. 00 

• Rt!fle.cts a two-for· no stock splH (n t 986. Soc Note 6 to Consol idattld Financial SliUumcnts . 

' .. .. . 

Price Kaoge o-f Commoo Stock• 
1986 1985 

Low 
$23.875 

32.00 
28.375 
32.75 

J 

~ 
$15.6875 

17.9375 
18.9375 
35.00 

~ 
$12.12.5 

14.75 
14.8125 
18.00 
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1'h<JUSOI .d> oi j)t,l:lo"' E 'rpl ~N ~han· .\ moun!> I 
Y.,qr F.ndPd p,., •r:n lwr J l 

Net Sales 

C..osts and Expenses: 
Cos I of Prod uds Sold 
Sellin~ . Ctmttra l and Adrnin istnalive 

T~.tla l Costs and E.x. pens£os 

Operating Income 
lncome on lnv sc·m -nts ( o~e 2 t 
Interest Exp n. e 
Other Expen - • et 

hlco111e Befo Income TaD!S 
a:nd Exlraon!Hnary Credits 

Income Taxes (Note 31 

lncome Before Extraordinary Cn-dits 
Extraordinary Credits (Notes 2 & 3) 

Net Income 

EarniBp Pe·r Common Share (Notes 1 ~md 6) : 
Pri:mary : 

Before Ext:raordiaary Credits 
Extnordinary Credits 

Net loco e 

Fully Diluted: 
Before Extra.ordinary Credits 
Extraordinary Credits 

Net Income 

See Notes toCon&OIIdotllti Finandal Statemeolll . 

II 

1988 

$753.774 

496,184 
143.943 

\A0,127 

1tl,647 
77,930 

(35,431) 
·(30.864) 

125,478 
44,790 

80,888 
212,475 

SZ93,181 

s z.zz 
5.86 

s 8. _-

s 2.22 
5.85 

$ 8.1Ji 

1985 1984 

$731,962 $731,314 

513,813 548,967 
130,206 120 ,139 

644,019 669 ,1 06 

87 ,943 62.208 
22,438 4.,151 
19.799) 19.143) 
{3.108) (2.598) 

87,474 54.,61f!; 
33,178 13.572 
54,296 41,04€ 
23,.1.85 15,656 

$ 77.581 $ 56,702 

$ 1.57 $ 1.31 
.68 .54 

s 2.25 $ L85 

$ 1.50 $ 1.15 
.65 ... 

$ 2 p; $ 1.59 
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Consolidated Balance Sheets 

- t I ""· ~,, •. .. I L ·····" 
1 1.-. ~· rHI NI " I " 

As.._q:tl> 

( :unenl .'\sselli 
t .. l ... h 
~ h 1 lr t ·h>rm 1 t\ \'Hs l m~n t:.. 1.\;c 1t t ' .! I 
-\ tl ~ · . nt~ rt't .!'IVablt-' lt> S.~ rt•St-f\'1' 1Y8h $4 .. \HZ. 1~85 $5.14 2 

lm .. nlun~. 11 o l t> I I 
0 1 ll't 1 u m ml a . eb 

TolaJ urrenl Assets 
Marketable Securities t ote 4: I 
Property, Plant and Equipmenl-n t ( ole 11 
Other A&sebi 

Total Assets 

Liabilities and Sbarebolders' Equity 

Currt> nt Liabilities 
Short -term debt f ote 5) 
C~nt maluritins of Jon g-lenn deb! (Note 5) 
Accounts payable 
A~;cru.ed liabilities 
lncome taxes payable 

TotaJ Current Liabilities 
Long-terM Debl. Las Current Maturities (Note 5) 
Other Uabilities 
Sharebglden' Equity r otes 6 & 7} 
PrefeJTP.d stock., $1 par va~ue per share: 

authorized 6,000,000 shares 
Common stock, $1 par votlue per sh re: authorized 100.000.000 shares; 

lSSU d shares: 1986-36.008.177 ; 1985- 35.755 ,178 
Additiona.l paid -in capital 
Retained earnings 
Accumulated lt&nslation .t~djuslment 
TreasUT)' stod.. at cost 

Shareholder5' Equity 

TotaJ Liabilities and Sbarebolders1 Equity 

See Not (~ to Con.wiUiiJLec F inlnl 1 I Stahnntrnl5 

1986 

s 44,62 
407.840 
112,681 

86,190 
7,787 

659,121 
412,365 
208.3'96 

67.187 

51,347,069 

s 2: ,757 
335 

78,764 
79.289 

5,·805 

166,950 
480,114 

98,507 

36,008 
44,736 

519,207 
3,9Z8 

(2.381) 

601,4S8 

$1 ,347;069 

11· A'i 

S .H6:.! 
209 .2!:j6 
109 . 80 
'Y·'\ ,007 

,966 

428,713 
202, "29 
1'94 ,066 

54 ,146 

$879 ,1 74 

$1lS,380 
10,132 
57,411 
58,924 

9 ,785 

251 ,632 
248,853 
60,536 

35,756 
121958 

229,586 
(6.135} 
(4.012) 

298,15:, 

$879,174 
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' l f1 '" '"r"'' ,,, ;;,,11,, ,,., • 
t"(J[ ~ nd ··d r ,., ··mt .. · ll 

Cash and Short-term lnvestments, January 1 

Snurc.- (l l~w) l l l Funds 
lnc.ume HAfom Extraordinary Credil s 
C:harfCeS not affHt:t•ng funds . 

D~ ll n•u a I it.m 
UthPt - n t 

TotaJ fUn from operations before extraord.inary c::ndits 

Exrraord in Credi1ts 

Total funds from operations 
Addition · to property. plant and equipmen1t 
AcquiSitiOn of glass fiber facilities 
Other working capital items• 
Other 
T•u.l IJOWU before financing. and investment activity 

Financing end investment activity: 
lnn·ease {decrease) in short-term debt 
lnGreases in loog~term debt 
Decraases in long-term debt 
Investment in marketable ~wities, net. 
Cash dividends; 
Other 

Total SOlltce (use) from finandng and invesb:Jlent ctivity 

Increase tn ,cash and short-tttrm investments 

Cub and Sbort.term Investments. Dec:ember 31 

"Other work.inR capital it~ms ; 

1\,c.counts receivable 
Jnvemories 
Othe·r curnmt US~~Ot.S 
Ac.counts pay blc 
Accrued liahll U . 
lnwme taxes pa)'able 

Kel :SOIJJ't:l! of fun& 

• .I 

19r5 

$13,101, 
7.117 

179 
Zt,35J 
20,385 
(3.910t 

K2..&33 

1985 

$114.441] 
I ' ,),555) 

11.20eJ 
(457t 

22.362 
6,79l 

$ 2.492 

1964 

$ 3,02.7 
7,299 
\.759 

ll .859 
(630} 
110 

$2 •• 024 

II 

1986 

$217,160 

80,686 

17.982 
.814 

1 .482 

ZU.475 

3'12,157 

(33,.914. 

42,133 
14.813 

338,489 

t112~3) 
211.111 
(71,1051 

12'10,1.38) 
(S,MO)• 
3.Mi 

(tot,ta) 

2'3.5,303 

52.483 

1985 1964 

$ 69,553 $ 23,468 

54,296 41 .046 

17 .366 19,397 
5,,308 4 ,209 

76.970 &4.652 

23.285 '15.656 

100,255 80.308 
(47,161) (17,900) 

(9,250) 
2,492 24,024 

16,149 (1 ,824) 

62.485 84,608 

108,919 (2.4,285) 
195.800 6,325 
(19,571.} (12,4011 

(202.229) 
(4.118)· (4,393) 
6.321 (3,763) 

85,122 (38 ,523) 

147,607 46,085 

:$217.160 $89,553 

114 

G-1 EPA00211 01 



II · .. -··· .•;· Y.' -···. 

Consolidated Stc~tttments ot SIJalflltoldeJS' £Quftl 

(Thousand.~ uf Dollurs J 
Year Bnot~d December 31 

$1.20 Convertihle Prefarred Stock: 
Balance, January 1 

- ... TbPW 

Converted ii1to common stock: 1985-2,428,ti21i shares; 
1984-9,740 shares 

Redemption of prefeaed ~;tock-111,033 shares 
BSJ.lance, Dect~rnber 31 

Common Stock, $1 Par Value Per She.re: 
Balance, Jn..Yjuary 1 

Effect of 2 for 1 stock split 
Other activity 

Dalancfi, Decs~ber Jl 

AdditionU. Paid· in Capital: 

AWWLS:! & 

$ 

1986 

17,871' 
17,878 

zsz 
36,008 

Balr.nce, ]IDuc.ry 1 60,836 . 

= z 
1985 

$ 3,175 

{3,036} 
{139) 

14.509 

3,369 

17,878 

-·,· .. 

$ 

1984 

3,187 

l12) 

3,175 

14,466 

43 
14;509 

55,548 
Efiecl·of 2 for 1 stock -':lplit (t7,a7_iJ) 

~~~~~a~;:::~~~=::::&kdJbld · ~.~.··. · .. :~!i:r*>r ~,.· 
Balance, December at ·. '· "'-. '··· ··· > . -'.W~73if?.\ · ;_:,:Qb~8a'6>-•;.·-< 

Retained Hami4ss: , .' .. · ':.::~:_-.:. '.~--~ ... ~<;\:.· ":. · ... :.~-:-~~--~ :; -~(·i}_:~;i, ~\; ;-::i:·i~,':_:;:~;~j!{f~-;:·~~f< · ·' · · 
BallUlCtl, January 1 · . :··· .. .. , .: : ...... ·. _ . , . · ~- Jl ,-.,_._.- -... , . : .. G6,J2~~·_.: .. :. >.··,,,.; ..... -~·~··"'· 

· Net lnC<b"lla · .- . ·- .. · ·.::,:.- :' .~: ._, .. :-:·. :,::~ : ... : ·. ·-~ .;·. ,_.<~DJ.-'.Iot< ·.-:~.·>,.; Z7o·(~~~~;:·;;·, . . · 
Cash dividends: .: , ,.;.-._;- .. .-.- .·;.:·.:;__.: /:~:.- ;- . .-x:; ,::·':.;:·-_:.i:,_:'.:-")t:~S->1;;-~,:;:;::~\'· -j<.;::;::'··;:~;:y.:.•i:~v:;:;:~~.;: · 

Preferred st-ock {per share: 1G85-$.30,196~1.20l :· ., ... : : ·:·;)·: ,_. .t- .;:, • .. ~·,:.·- :.·c·,,;ioo-,., .. ~ ... ::;,..;c·':;:~-. ,~7.41J}:-;,,,~ ·,.,. .......... n ...... . 

Cnmmon stock (per share: 1986-·$.10: 1985...:_$,tu;:i&84-+J~O$) ·_ / ;.?::. ;-~ -~-... ;:1:,"f:tl Ml)!.;({-':.,'/~:,{l~·~~7.0)t ·. 
-Balarn~e. D-:icemher 3l. . _· .. ~:~).~,:,:··::}\_:,./j.; ':. :. /,~.-.~\·:~ 2~_:;~:·::-y;; :/~J~·;-;:rY:Y'.S1!.~#0t;f~(f~!~.}: ~23J.iij:fm,/: :.:t.: •_,·, ......... · .. u ..... ""'""' · >=::c=: :;:~~f~~~ii~~t::·,~~w·· 

:- . •· o&l~iit:&. n~cemb8r 3i · ~.'s~:::~::~~ ,i;:' '/t!~D~Jn:~~;~\Tt~DfA· _~:y:(~?':lf'-:-::".-\?;~lP. 

T=~~femdotock: •• .';··:H(f~ilft$;~11 
· ·Repurchase of odd-let holdings- 27,272 sha~~ )·, .-. t:··:·::·<•- .:;' 

· Convartell in-''"' common treasuE:: shaie~103,672 shalf a - .-_ ;·, .· 

.. · 
Balancet December 31~ 1984-103.6i'2 shares -- · . ' .-· ~- ~ ·· .... 

Common 5tock! : · ·· 
Balarice, Janua1y 1 < ; · · · 

Issued und.er yp:; ~uu •• oi.uck option antl s!or.k purchase plans: · ··. · : · .. 
1986--21r.,362 shares: 1985-198,(24shnrns: 19~163,1388h.srt;s 

Other activ .ty 
Balance, DeCftm ber 31: 1 ~86--500,145 shares: 1985-453,640 sh&res; 

1984-392 ,as..: share• 
Shareholders' Equit;, 

Sbe NotU~: 11') Con~olldater, Flnanc;JI Jtatemunts. 

.. ·-.:,•.·.~ .. 
' ·, . ,: ,. 

·: ..... 
. . -: (4,0:1.2)' ; ·. : 

i~;-:':_ 
(258) 

(2,381) 
$801,498 

' •· . . ' ~ .. ~ 
· _;_t·i7&a · 

(1,657) . 
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1. Summar~· ol' Si~nint:anl Au:ounting Policies 
PtindtJim> o.- ( :onsolidahun 

The accounts of aU siRJ)ifi..:ant subsidiaries of the Com
pany are included in the consolid~ted finandal stale· 
ments. All significant intercompany transactions and 
balances have been eliminatet.i.. A wholly owned ntplive 
insurance subsidiary and the 50% ownership of a Joreign 
chemkaJ manufacturing company are accounted fot by the 
equity mathod. 

Shotl-!t~ml lnn~slnwnts and Me~r~etahlt! S•~c :uritif!'s 
Short-term investments and marketable securities ore 

stated a11he lower of <:0$1 or market. The determina.tion of 
cost in cumputing reaH:t.ed gains and losses on invest
ments is based on the specific identification method lsee 
Note 2). 

ln\'tmluri•~ 
Inventories are stated Hl the lower of cost {prindpally 

<Jvemgel or market Inventories at Decamber Jl 1:onsisl of 
the rollowing: 

Th.wsmuls riiiJo.>·llflrs I !!titS t985 

F uushHtl ~uu~ls 547.:115 S4Y.N8 
Wurlr. m pn•.t~s~ 15.6-lO 16.-HO 
Ra,.,. mat .. ri~l, .,ud "'ll-'ldh;s 23 .235 27 .819 

'fo,t<tJ lcW!•IlhJfit•~ S86.190 $!W,007 

ProJwrt~ . Ploml and t;(Jui ;muml ;uut Kehttt!d u~~l)rm:ialiun 
Depreciation 1s cmilputed principally on the straight· 

line method based on the estimated economic lives of the 
assets. Certain interest charges are eapitalized as part of 
the c.osl of property. plan1 and equipment additions. 

Property, Plant and Equipment at December 31 consist of 
the foJJowing: 

Thou:;cu1ds 11{ DuHars 

l.a1ld ilnd l<md improvements 
Buildin~ and hoildlng llqUipm•·nl 
Ma<::binery md llquipmenl 
Cons1rudio11 m progress 

Tc)fal 
lL'Ss Acxumulated Dep.receatlnfl 

s 
19/W 

16.403 
56,814 

240.174 
\6,197 

3;!9.588 
jlll,192) 

1985 

$ J6,71i0 
53,631 

226,387 
11.362 

JGB,J-10 
[114,05 .. ) ------------------------

PJoperty. Pl,ant and Equipment -IWI $20H.J9h $1!!4,086 

H••lt:r-rml hu omt·' Taxt>'> 
Deferred inc>~mc taxes arise from reporting certain 

incom~ and expense items in the financial statements in 
periuds differenf from thuse in which such amounts are 
reported for income tax purposes. 

hn'•·~tnwn1 T~n C:wdit.s 
fhe Company accounts for investment tax credils as a 

reductlon of the provision for United States income tax 
{the flow-through methc.d}. 

ltt!~an:h and l).,,·~lopm~nt 
Research and development expenses am charged to 

operations as incurred and amounted to $11.4 million in 
1986, $10.4 million in 1985 and $6.7 million in 1984. 

... :arnin~., Per Con1mon Shan~ 
Primary eaming!i per common share are based on the 

weighted average number of common and common equiva
lent shares outstanding during each year after giving 
appropriate effect for preferred stock dividends. Weighted 
average shares for computing primary earnings per sharn 
wore (in thousonds)36,283 tor 1086,31,342 for 1985 and 
29,020 for 1984. 

Fully diluted earnings per share are based on the 
weighted average number of common and common equiva
lent shares outstanding and the assumed conversion of 
convertible securities outstanding after appropriah! adjust
ment for interest on convertible notes. Weighted average 
:thares for computing fully diluted earnings per ~hare were 
(in thousands) 36,318 for 1986,36,094 for 1985 and 35,986 
for 1984. 

2. Shnrt-lerm ln\'~lm~nts and Markt~lable St!c:urilies 
AI December 31, 1985. the Company held approximately 

a 10% interest in Union Carbide Corporation at a total cost 
or $405.4 million. including $60 million in costs relating to 
the Company's withdrawn tender offer. In January 1986, 
pursuant to Carll ide's exchange offer, the Company 
rooeived $70 mill ion in ca<>h and $227.5 million in Carbide 
bonds in exchange for 3. 5 million of the Ca.rbide shares U 
owned. After the exchange. the Company's ownership per
centage of Carbide remained nearly the same. In November 
1986, approximately one half of the remaining Carbide 
shares held by the Company were sold with the Company 
retaining a 4.8% interest in C..orbide i1~ of December 31. 
1986. 

Extraordinary credits for the year 1986 include a net gain 
of $201.4 million. after taxes and expenses. resulting from 
the Carbide exr.hange nffer an January 1Q86, from Carbide's 
special third quarter dividend. and from the sale of 
Carbide :thares in November. 

As of December 31, 1986, the Company held investments 
in Borg-Warner Corporation, CBllnduslries Inc. and 
Union Carbide with a total cost basis of S4t2.4 million. 
These investments are included in Marketable Securities 
and have an aggregate market value of $455.9 million as of 
December 31, 1986. 
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ln(ome Ol!l Investments consists of the following: 
Milli""·' nl Doll'or.< 
rt!'!tr 1md1•d t>t•c:••mlw~r :J I 

542-4 s 6.9 s -
35.5 13.5 ... 2 

$77.9 S22A s.&.2 

The Company rec~ived net prooeeds from t ha sale of 
Carbide bonds in 1986 of approximately $245 million. 
resulting in a net realized go in of $17 .5 mill ion. 

AI December 31, 1986. the aggreHate cost or the 
Company's shor!-l:erm investments was $411.9 million. 
while ·the aggregale market vaJue was $407.8 rnUHon. 

:1. I Ill Ullll' ' l it'\t'"' 
inoorue TaJOOS consist of the following: 

Thousar~cJ~ ol( D'ol'larM 
roornmlt~d De{;umbHr .1 1 

iF,~e-ml 
fareil(lt 
S1a1., 

lncomuTa)l.~ 

1!186 

$28.J:ZI 
U .$21 
3.946 

544.790 

Hl8~ 

$19,~ 

7.B&l 
5,612 

$33 ,17H 

s 4.932 
5;835 
2.AI05 

St :J.!i72 

The differences between ·the income tax provlsioos •oom
puted b)! applyjng rhe ~1a.tutocy fm:JtJnal income· tax. rate to 
pre-tax inc.:'lrne and tt• •: oJCtual tax provisions are as follow : 

r·Ytl6 198-li 1984 

Statuto • fJruv is ions. SS7.i19 $4U.l38 $25.125 
Adjusi11U!111s 

IJividend reueived ieduclions (7.2ti7) (1 ,650) 
OlpHillli!iiins diftet. nlial •lt1 .926l ll.9B7J 
l.a estnumt tax cn!di1. · 2.6251 •• 217) (10,7001 
lmp~u: tnf fure•~tn oper11tiun:; 2.042 ll .~8ll U.S721 
Stahl uml I cx:al llllWS 2.132 :J.Il31 1.515 
Uth11r 1,715 [l ,65t)l 17!Hil 

ln<;om TaJws $44.790 $33,178 $13,572 

As of Dtu:ember 31. l98ti. provision had not been made 
fnr United ~lates income taxe:; on appmximalely $29 mil · 
lion of unremitted earnirtgs of (nnsolidated foreign :subsi· 
diaries and the Company's 5~. owned joint verdure. 
be<..:<tU!:i(l any United Stales tuxes payabiH nn foreign earn
ings which may bt~ rt!mit1mJ in the future are ttXj.)tlcted to ha 
substantially red...1ced by fore ign talC c redits. 

Extraordinary t:redits (nr 1986. 1985 and 1984 include 
$1.:J:J3 .OUO. $1.5 76.000 and $1.830.000, resptM:I i vely. repre
sent in~ the income tax benefit frorn the uti li;.o.alion or for
ei.gn OlleratinK loss wtn . f rwanh. The 1966. 1!.)85 and 1984 
e:draordinarv cr · dits :tlso include income lax benefits of 
$~1.7ti4 .UOO, $:n .709.000 und 55.479.000 fturn the utiliZOJ· 
t ion nr rt~dera l and stalt! o~erat i ng loss C<trryforW<trds. The 
1981i ~xtraonJinar)' Gredits al~o iududt! im:omR tax bene· 
fils of $19,-162 .000 related 1o theCompany·s parlial dispo· 
sit ion nf its investnumt in tJ n ion Caruide Corporal ion r see 
NolA 2). 

.t _ lh • m·h11''l<~n.' 
The GAF Capitaf Accumtdation Plan is a defined contri

bution plan for eligible salaried employees. Company con
tributions consist of a basic co11tribution of three percent of 
the C<llnpensatioo of participants for the plan ear together 
with matchi·ng. contributions, up to an additional four pef
cent as specified in the plan. for those participants who 
have elected to make voluntary contributions to the plan. 
Each participant is :fully vested al atl times in the balance 
in. each o·f his or her accounts in the plan. The ~~te 
contributions made by the Company to the plan. and 
charged to operations in 1986,1985 and 1984 were 
$3.,385.000. $3,1Z6,000 a1nd $2.896.000. respectively. 

Tb Company has a def@rred com1pensation plan for 1he 
benefit of key employees. The benefit payable under the 
plan .. which accrues in acoordance with a ten-year sched· 
u1e. consists of an ann.ual payment commenc · ng at age &5 
equal to 25% of a covered employee's last full year's sal ry. 
If a covered employee dies while empioyed by the 
Company. a death benefit of 36% of the emptoyec·s annual 
incom.e at the date of dear h. is payable to the employee'. 
beneficiary fora term of 15 years. Empl~: who partici
pate in this plan are not entitled to have employercontri.· 
butions made to their accounts under the GAF Capital 
Accumulation Plan. Tae expense charged to operations in 
1986 ror sudJ future obltiplions amounted tn $995.00(1. 

The retiremenl plans for hourly empl'oyees and Texas 
City facility employees ure noncontributory defined bene
fit plans. Company poH{:y is to fund accrued pension 
eltpe se. Pension ex pen - charged to opentfons was 
$870,000 in 1986, $559.0 0 in 1985· and $289,000 in 1934. 
A comparison of !he acA:.umulated plan benefits and plan 
net assets for tnese plans. after ,giving effect to the spin-off/ 
termination as discussed in I he following paragrnp.h, is 
presented below: 
1'hmJ!I!llHI s of lJo U nrs 

ahte of au:u!'lmi.;Jted 

Tol;~l -
Plan .. ssv~ ava.i . - for benefits 

A.llsurn~Jd ratl~ of rai urn 
Plan valuntion dah1 

fg86 

$2.884 
'92b 

13.810 

$t.J32 

H% 
11Jf86 

1985 

S\ ,877 
502 

S:t.379 

$t ,21ti 

K% 
1/t/85 

In '1984. the Compal)y nnounced a propo _ d spin-off/ 
lermlnation involving its Retirement Pl1an fm Hottrly 
Employees. pursuant to which the Company purchased an 
an.nuity c oni ra ·1 approximating .$fiQ.6 million voverinll the 
beneHts aa:rut.)({ to September 1 . 1984 fo r participants of 
the plan. Assets were suffkient to prov;de for the accrued 
benefits of all hourly parlicipants. PUrl'luant ·to governmen-
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tal! resulations.excess assets were then "spun· n·· to a new 
plan for inactive membel'5. The inactive plan was !.hen ter
minated. Following government approvals of the spin-offl 
termination, excess assets of $16.1 million rovurted to the 
Company in November 1985. An additional $3.8 mUlion 
was receivod and established as a reserve pending final 
resolution of any plan liabilities. The Company wUl con
tribute to the plan in future years for active employees to 
meet liabi.lilies as they accrue. 

ln addition 1·o providing pension benefits, ·taeCompany 
and i's subsidiaries provide r.erta.in health rc.ar<e and life 
insuran.ce beaefits for retired employees. Subs~antially all 
o;f the Company s empl.oyees. induding employees in1 for
eigJl countries, rna become eligibler for those benefits. if 
they reach normal retinnent age while working for the 
Company. The cost of retiree health care and life insurance 
beneflts ($3 .0 million, $3.2 milt ion and $3,7 million in 
1986. 1985 and 1984, respectively) is recognized tiR 
expense as claims are incurred. 

As pari of the 1977 and 1980 discontinuance programs. 
the Company provided heahh and life insurance coverage 
for certain retired employees .of discontinued busin.esses. 
The balance of the liability lor such fulum robligations at 
December 31, 1986 was $14.7 milliron. 

5. Ul•bt. nd l)i.\ illt•nd 'Rt ~slridinns 
lnformatjoo regardi.ng. sbort~tenn debt is as follows: 

Thou~nds of Dollars 

Asol De<:e.mber31: 
Bahmoo outstanding 
Weigh1ed ov rap Interest rate 
For the Ycut: 
Average monlh.end sborl.-lerm debt 

1986 1985 

s 2.757 
6.2% 

5115.380 
8.7% 

s 6.461 
8% 

uutslandiq $ 95.828 S 51.757 517.915 
Maximum monLb nd shorHerm 

dcbl oul$limdlng 5185.559 $118.315 S45,789 
\\'eighred !liven IIIIOfilh-e'ld 

interest ra~ 7% Ui~ :t :1.4!% 

Of the totaJ short-term debt outstandi1og at Dooember 31. t98s. $99.4 mil.lion represented rn.argtn loans. 
At [Mcember 31 .. 1986. the Company had unu ed shorl

term l:ines. of credit aggregating approximately 587 7 mil-. 
lion (in addition to the revolving cred.it l'acility discussed 
below). The short-term lines of credit are maint I ned with 
banks on terms which expire on various dates, but are gen
erally renewable. Borrowings generally bear interest at or 
near the prime commercial lending rate. 

Long-term debt at December 31, 1986 and 1985 was as 
follows: 
Thousands of Dollars 19M U185· 
Qllrl(, :senior notes due March 31 . 1987 
81/~ senior notes due January 15, 1992 
Revolvins credit agrwement 
Industrial revmue bond1 with various lnlenlS! 
rat~ a-nd mt11urlty dales to 2012. Cortah1 
assets are pledged u coli ternltherelo. 

Obligation Gill mor:tp_ged pmpurly 
Oblription underC~~pllalll -
~t~% senior su'bon:llnal notes due 

June 15, 1995 
lov..<M. ~iorsulloldinated noles d.ue 

Nove.mber l. ~994 
tOil'fw.% senior suoo.tdintled d:ebeolures due 
Nov~mber 1. 2001. 

Other 
Less unumortized dlsoouul 

T!!lal 
~ cunenl malurilin 

s s 10.600 
\6,700 
27.000 

J7 .426 39,9Z6· 
38 .. \ZS 

.52:5 

lSS.OUO 

tos .ooe~ 
454 5.23f 

(5.556] 

480,449 Z58,985 
IJ35) (10,'113.2) 

$488.114 5248,853 

On June 30, 1986, the Company entered into a $100 ml.l · 
lioo three-yearrevolvin.g credit facility with a consortium 
or ten oonb, mpl cin,g the('.ornpany's previous $!5 mil- .. 
lion revolving credil. greeroent, which had ,Jleeo tac . sed 
from $50 milllon ln May 1988. Interest on borrowings is. :a.t 
the option of the Company. at th.e prime rate, a. rate based 
on cbe !l.iandon l:nlerbanl OHer Rate, o:r a rat.e based on th 
certificate of Deposit Rate. Under the agreement, a com 
mitme:nt fee of 3f!s% per annum i.s charged on the daUy 
average unused portion of the commitments. The agree
ment Includes certain restrictions on dividends and provi
sions for the maintenance o.f minimum working capital, 
net worth and limitations on debt. As of December 31. 
1986, $138.4 million of retained earnings were available 
under this agreement for cash dividends and certain other 
special payments. . 

The Company in tune 1985 issued $150million of 
u 3/s% senior subonHnated notes due June 15. 19!JS. The 
n~tes will be redeem bleat the option of ·the Company on 
ad after June 15, 1992. 

In October 1986, the Company prlaood a $38.1 million 
mortgage on the Company's headquarters p1roperty. The 
mortgage. is due on October 8,. 1996. and interest on the 
(unds is at a rate based on the London Interbank Offer Rate. 

In November 1985, the Company issued $155 million oF 
to:v~% senior subordi.nated notes due 1994 and $105 mil
lion of 107/u.% senior subordinated debentures due 2001. 
The notes will be redeemable at any time, at the option of 
the Company, after October 31, 1991. while the debentures 
will be redeemabl~e at any time, at the option of the Com· 
pany. after October 31. 1995. Annual sinking fund. pay· 
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Ill 
....... c.n ......... ,. ............ .. 

ments of 18.75% of the pri·ncipal amount of the debentures 
originally issued, commencing November 1. 1997. are cal
culated to retire 15% of the principal amount of the deben
tures prior t·o maturity. Thr securities wiH be subordinaled 
to an exlsting and future senior indeb edness f the 
Company. 

The aggregate maturities of long-term debt for the next 
fiv·e years are as follows : 

1987 
1988 
1989 
1990 
1991 

li . l.allllal Stud. 

$ 3:15 
341 

1.3ti l 
41 

The Compan)r declared a two-for-one stock split effective 
May 8. 1986. All rererences in the Financial Statements .to 
the number of common shares, earnings and d ividend 
amounts per share. stock opt·ion data and other per share 
amounts have· bee111 restated to gi1ve: effect lo the stoc::k spUt. 

The Company in 1985 called for redemption a ll of its 
outstanding shares of $1 .20 convertible preferred stock. 
Shareholders con.verh~d 2.324.553 shalles of preferred 
stock into 5 .810 •. 286 shares of common stock. and the Com· 
pany redeemed 111,033 shares of preferred stock at a price 
of S27 .5'0 plus accrued dividends. In addition. the Com
pany oonve,rted all103,1672 shares of its $1.20 convertible 
preferred slock held in tr~sury into 259,180 sllares ·of c~m
mon stock to be held in treasury. 

At December 31. 1986. there were 3.612,514 shares of 
common stock rese.rved for issuance under the Comp:any's 
stock option and stock purchase plans. 

7. Stndt ()l)tlon ilrld Stod.~ Purc:h<rst Plans 
The Compa:ny' 1984 Slock Option Plan provides fc:tt the 

granting of incentive and nonquaJiified stock option.s lo key 
employees of the Company and its subsidiaries to purchase 
common stock of the Com.pany al not less than 100% 
of t.he fair markel. value at the da.te of grant Under the 
terms of the plan .. options for 1.600,000 shares of common 
stock may be granted from time to time until April30. 
1989. The term of each option is five years and sixty days. 
Options may not be e~rci d du.ring ·the first rear after the 
d:ate of grant, bu11hereafter, options become exercisable a's 
to 20% of the shares subject thel'€to on each of the first 
through the fifth anniversaries of the date of grant. 

The Compa.ny·s 1975 nonqualified stock option plan 
provided for the granting of 1,600,000 options to k.ey 
employees tu purcha::se common stock of the Company at 
not less than 100% of the fair markel value at tbe date 
of grant. Options granted through April 30. 1984 were exet· 

c:isable one year aner grant and expire· after 10 years. 
Options granted: after April 30. 1984 are subject to the se,me 
terms and condl.tions as options issued under lhe 1984 
Stock Option Plan. The 1975 plan terminated in 1985, and 
no additi.onal options have been granted after tba·t date. 

The plans; provide for timited stock appreciation rights 
permitting the option ho!der to surrender exercisabt.e 
options in the event of a tender or exchange orrer for the 
Cornpany•s common stod:. made by someone other than 
the Company. 

The following is a summary of certain information per
tainiog to the 1975 and 1984 stock opt.i:on plans: 
Shores 1986 1985 

1.;\44.200 1.351 .600 
271.600 184,010 

l1 09 ;068) (l16.J101 
187.970) (75 .0401 

r3t 1.424.762: 1..3+*.200 

At Dcc.ember31 
Ext~n:. isab lc 5-47.2.~0 461,700 
A\"a.ilable fum- grant 596.480 787 .J90 

Option Ptice KauRi)' Per Share 
Outsland:lng $ 4.81· s 4,81 -

$38.50 $23 ,13 
E:wrclsed s .Ull- s 4.tlt -

$2J.lJ 511 .88 

~oa .a. 
960.800 

110·1.000] 
[14.000} 

I .:JSI.OOO 

403.800 
900.400 

S Ull-
$1UB 
s UU-
$ 7.44 

The Company's ~q84 Employee Stock Purchase PJan pro
vides for grants of options to purchase 1,200,000 shares of 
·common stook on a. nondiscriminatory basis to all eligible 
em:ployees oJ the Company and i1s subsidiaries. No options 
to pqrchase shares of common stocl under the plan. may be 
granted afler April30, 1989. The price at which shares may 
be purchased is the lesser of ( i) 85% of the fair market value 
·on the date of grant or (ii) 85% of l.he fair markel value on 
the date of purchase. As of December Jl. 1980, 178,508 
shares of common stock had been issued under the plan. 

Under the provisioru of the Company·.s 1969 Restricted 
and Unrestricted Stock Purchase Plan, 1,300.000 shares ,of 
common stock were authorized for sale to ley employees. 
The plan currently provides that restricted and unre
stricled shares may be sold at prices which are not less 
than SO% and 80%. respectively. of the closing market 
price preceding the da.le of grant. To~ date, only restti.cted 
shares have been offered for sale. Under certain conditions. 
the Com,pany has the right to repurchase restricted shares 
of common stock at the ori,ginal seiUng price. At December 
31, 1986·. there were 569,780 shart!s available forr sale under 
this stock purchase plan. 
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U. llusiiWSS S~gnwnls lufnl"lllUtiun 

MiWons a/ Doii~MS 
Year ended lll:cember J 1 1986 19115 

Sales 
CMmcah' s 377.5 S3M.4 
Build ng Materials 31U 363 .. 9 
8101dCUUng 4.2 3 .7 

Consollda!ed Ne! Sales $ :153.8 $73Z.O 

Income From Operations 
Chemicals•• s 107.8 s 9Z.ti 
Bulldins Materials 30.0 2().1 
B101deu1tins 1.3 L1 

Total 1391.1 111.8 

Corpo 1.e: 
a I 1\8. Ell:penses 1116.11 (l~ •• , 
l!nhllr:ell ix'pense 135.41 (1.9.8) 
Oth r :tncomll' (Expense)-net 37.9 &.9 

Ne1 Corporate Expenses (13.6) (2S.3) 

lncom& Before Income Taxes 
and Extraotdinuy Credits $ 125.5 $ 87.5 

ldenttfiable Assets 
Cbem cab .. $ 251.8 $217 .3 
Building Materiels 194.0 lM.l 
Cmpoale •nd other 91)).3 467.7 

'f:OliJ A ls St ,347.1 S879.2 

Additions to Property, Planl and Equipment 
Chern cals $ 13.4 s :u.s 
Building Materials 10.3 24.4 
Olrpoqteand other o.z 1.3 

Total s 33.9 s 47.2 

Depredation 
Chemecab: s~ 91.6 s 1.0.3 
Build r.t Materials 7.5 6..0 
Qwponlte and O'the.t- 0.9 Ll 

Total $ 18.0 s 11-4 

~(lil~micals sa les are net of intersegmenl sales ·Of $19.1 million, S21.4 million and $23.2 million for 1.986. 1985 and 1984, respectl~ely. 
Lntersegment sales are recorded atlhe same prices charged to unaffiliated cus•omers. 

191M 

SJS7.2 
370.8 

31.3 

$731.3 

s 79.0 
10.9 
0.1 

90.6 

lti.St 
''9.1' 
(11.4} 

(36.0) 

s 54.6 

$20iU 
158.8 
ta.9 

$4'5'2.3 

$ 9.6 
8.0 
0.3 

s 17.9 

s 11.11 
7.0 
1.3 

s 19.4 

••Ch.emi.c:..ls income and identifiable assets include lhe Company'J 50% equity in the income and assets of GAF!Huls Chen·de GmbH. a jtd.111 venture 
between CAP Corporation and Huts A.G.; whi<:h operates achemlc::al manuracturing ph.mt In Wes1 Gerr•~'\ny. 

:120 
I . . 
~ . 
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~ - ( ;•·n~ t~Jahic I nlur mal im1 

Million ' of Dullors 
l'"em·e•lde d Ducembt1r Jl 

Oome$H Oper•Uon.~· 
Net Sal •· 

OpernHnp,: ln(1o.me 
Other lncum1! IF.xpouael' • • 

!!ltlfi 

$ 638 .8 

s 9().5 
8 .8 

$ 99.3 

SU 55l 

s l iS.O 

5 ZJ.2 
3 .0 

Zti.Z 

s 92.(1 

lll85 19811 

~2.9 ~ .9 

s 73.3 s -49.2 
17.:Jl 114.9 1 

s .o s 3 • • 3 

5826.6 $404.8 

s 189.1 s 8 J.-4 

s l-1 .6 $ no 
n.Y 7.:! 

$ ll .!i $ :to. 

:s 52 .6 $ ~1- 5 

•Dome~ti · suln.s aru nul of transfo~ b~!lwm~n W~llgraphit: arm1.~ of $46.6 
million. &40.8 million. . nd-53-l .!l mill ion .. n• pac:li\•e·l ~·-

• 'f4::~t1!iJtn I~ ;~m 11 1 Ur<truJ n;. buh1-een ~pbim: ilrn<J of $1.1 mil 
lion . St0.4 moilli.mt and $7 .3 mUll on, rt."Sfloll't;;li~el~·. 

• • 'FnraiKn Ornlrallo•• ~ in<:ome and idcnlifialJic <li<llels im;IUd\i I he Com
pan~'s so· ' .-~qully ill the inWn\IH'IlHI assets ofCJAFJHiHs Chcmlt: GmbH. 

I()_ ( :urnmi1 nu ~nt l> i.lll d ( :no I in)!!l~nc i t·~ 
The Company has operating leases for transportation 

and data p.rocesslng equi.pment and for various buildings. 
Fulure mi.nim.um tease payments for properti:es \Ybich are 
heJd under long-term noncancelable leases as of December 
31. 1986 are as follows: 
Th,ouS<I•IUi. of DollaN> 
M~noimum PupnPnt · 

1987 
l!J88 
1989 
1990 
19'!1 1 
Liller Y u. rll 

• 

Total minimum paymamts 

s 5.369 
l.965 
1.364 
( ;().1~ 

S+t 
Sol 

$10.3:16 

At December 31, 1986, them were variou:s :lawsuits pend· 
in,g against the Company relatinR to· matteJS a:rislng from its 
business. including approximately 27,000 involving 
bodily injury daims relating to the exposure to asbestos or 
asbestos-containing products no lon e:r sold 'by the rUom
pany. The Company is also na1111ed as a defendant in 
approximately 70 asbestos-in-building lawsuits by school 
distri·ch; and other owners of buildings seeking to recover 
damases including the c · t of remova( .of a.Sbest.os insula
non and other asbestos products. 

The Company, in January 1987. resolved a long-standing 
dispute with five insurance carriers over the nature and 
extent O( insurance GOverage for asbestos-related JheaJI:h 
claims filed against the Company. In connection with these 
settlements. the Company has joined the Well ington 
Asbestos. Claims Facility (the .. Facility") .. an organization of 
Insurance oo•••paniies and S:besto:~~ producers £ormed in 
198S to coonli:nate the administration vf asbesto claims. 

The Facility will assume defense and settlements of all 
such pending, threatened and future claims apinst the 
Company. The Company's share· of 'lhe coSt of setU.ements . 
judgments and legal expeu1ses with respect to sucb claims 
will be borne by the Facility. which will be rein1bursed by 
the Comp·any's insurers on the basis of the amounts pro· 
vided by ·she Facility's agreement with the Company and to 
t.he exten1 of the coverage afforded the COmpan under its 
poHcies of insurance and settlemen! agreements. The Com
pany also entered into a separate agreement with another 
.of •ts insurers. with which it had previously setUed its 
ins.urrance covera~ claim. so as to conform Chat arrang 
ment with the aforesaid setUements and the Company's 
entry Into the Fad lity. 

In 1the opinion of management. the ultimate disposition 
of the lawsuits pending again.!il the Company, includin~ 
the asbestos related claims. wiU not have a material 
adverse effect on lhe Company's consolidated financial 
position. 

11. SuiiJJI•!mtmln ry Fim.uu:i<•llnformuthm 
Thou~ancJs of Dullllr:s 
Yeor ended .Dec:ember 31 193ti 1&85 1984 

Mainlur an~:e and reptb 'li $45,774 $41,()68 S.&\.796 
Rentals-operat:....in;.;.:g:...;l..;.•eases..;. . ..;.. _ _ ___ __ s..._.7 __ 8_9 _ _ 6..._.z..._96_. _ _ 7_.7_4.._6 

Ill 
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101 Eisenhower Park.way 
Roseland. New J~rsey 07068 

To the Shareholders and Board of Dir~tors of 
GAF Corporation: 

We have examined the consolidated baJance sheets of 
GAf" Corporahon (a Delaware co rporation) and subsidiaries 
as of !Jecember 31. Hl86 and 1985. and the related consoli· 
dat·ed ·talements of income, chan~s i,n financial p.) Hion 
and ha:rehold.e~ · equity for ach of the three years n the 
period nded December 31, 1986. Our examinations weto 
made in accordance with genen~.l l y accepted auditing 
standards and. accordingly, included such rests of the 
accounting records and .such other auditing procedures as 
we cons idered net:li'..ssary in the circumstances. 

(Ju~ rt url~· Fi nandal Uilla [Unaudited l 

• 

In our opinlon. the financial stateme nts referred to above 
present fairly the financial position of GAF Corporation and 
subsidiaries as of [}e(;ember 31 , 1986· and 1985·, and the 
resuJts of their operations and the changes in their financial 
position. for each of the three years in the period ended 
Decelftber 31. 1986. in confonnity with gefterally aocepted 
accounting principiPS applied on a consistent basis. 

Febru 

1986 by QuartM 1985 by Quarter 

Nt11 Sah::s $176 .0 
C..1 luf ~roducts Sold 121 1 

ln en nll' B •fru.e E.>;t rdurdina rv C.rutHI·s 
Kcln1ord1nary Credits 

Ntll lnt:ome 

Earmn~ Pllr Cnmmoo Siluu ' 

Pnmar~· 
6 ·lorv Exlraordmarv Ov.dil" 
t ' ur. nrd I nary Credits 

N.oof lnllOme 

Full l.hluled 

5 Z3 3 
8 1 

!5.lJ 
85 .8 

S1008 

$ .41 
z l i 

S Z .7fl 

~!COild Thirrl 

5198.;.1 $197.2 
130.6 127 ] 

s 677 s 70 ] 

$ lS.S S l 7.S 
IJ.J 13.0 

22 .Z 24 .5 
3.'' 92.5 

s 25 .11 $117 .0 

$ .61 s .&7 
. 10 2.5-5 

s 1 1 ' 3.22 

F(lurth First 54!cond 
5182.3 $17S .H 5188.1 

116.4 127 . l lJO.l 

$ 6&. $ 4-IUI s 57.9 

$ 29.2. s 19.5 ·s 2s.2 
10 •. 2 8 .4 9.8 

19.0 11 1 15 .4 
30-5 6 .-4 8 .4 

s -49,5 s 17.S s 23.1! 

s z s .36 s 
.8-4 .21 

$ 1.36 $ .57 $ .6,8 

s 4 1 s .6 1 s .61 s .52 $ Jl $ Bt;lnn r f.ll;l mordinal"\' Cred rl · .+4 
2.37 10 2 .55 .&4 .18 ~: lruordmary Cm<Ht.• .24 

Third Fourth 
$193 .1:! S17>t .2 

135.1 121.-4 

$ SIU s S2 .B 

$ 24.9 $ 17.9 
9 .3 - .7 

15.6 U .2 
7.3 1.2 

s 22 .9 s 13 .-t 

s .43 s ,J;I 

21 .00 

s .64 s .31 

s .43 $ .3 4 
.2t .03 

Nut lnl.om•, S "78 S 71 S 322 $ l.l6 S 49 $ .68 .$ .64 $ .J7 

'In au.qrda. ·Of! with the provi.'O ion~ llf APB ~IJH•ion No 1 ~ - I!Mnmgs _per s.hal'll a':- C<rkulaled Mlf)l~Mit., l y lor eadt quarter and lhn full year. Ac=~ 
annuo~r ~rmngs per Shill'llWIII t~.~J I n~sanly "4ual !ht! lola I or lh tl m lerrm pcnods . 
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Daniel T. Carroll 
Choirmon of the Board and 
President. 
The 'Carroll Group. Inc. 
(management consuWngJ 

Carl R. Eckardt 
tf:lleculive Vice President 
Corpora te Development 
GAF Corporation 

Dr. Jawb E. Goldman 
Chai rman of the Boord . 
Co.uzjn Systems lnc. 
I rnan ufoct urer of personal 
computer acce:SsoriesJ 

Samuel J, Heyman 
Chairman of the Boord 
and Chief Executiv Off leer. 
GAF Corporation 

Sanford Kaplan 
Private inves1or and 
consultant 

William P. Lyons 
PresJdent. 
Willio.m P. Lyons & Co .. Inc. 
fjnves:tment bonking · 
ond f lnoncioJ consulting) 

Scott A. Rogers, Jr. 
Consultant 

Edward E. Shea 
Portner. 
Windels. Marx, 
Davies & lves 

James T. Sherwin 
Vice ~oiqnan and Chief 
Admm1strofive Officer, 
GAF Corpororion 

Will lam Spier 
Priva te investor 

Joseph D. T dings 
Partner, 
Finley Ku mbJe. Wagner. 
Heine. Underberg. 
Manley & Casey 

Chem icab• Corporal ion 

Heinn F. Tomfohrde. m 
President 

William J. Burlan,t 
Vice President, 
.Resean:;h & Deve.lopmenl 

T.H. King 
Vice Preside nt. Mineral 
Produces 

Abraham Lindenauer 
Vice Prestdent. 
M'oterioJs Monagemen.: &
Technical Services 

( :orpul'ah• (Jffk••rs 

Samuel J. Heyman 
Cho.irmon of the Boord 
and Chief E'xecuUve Officer 

James T. Sherwin 
Vice Chairman -ond Chief 
Administrative Officer 

Carl! R.. Eckardt 
Executive Vice President. 
Corporot t• Developmenl 

John A. Brennan 
Executive Vice President 
and Presjdent. 
GAF Building MoferioJs 
Corporation 

Heinn .F. Tomfobrde . m 
Executive Vice President 
'and President. 
GI\F Ctlem.icaJs 
Corpora tion 

Richard B. OJsen 
Vice Pres,ident . Finonce 

Frank E. Sheeder. Jr. 
Vice P,resident. 
lnternolional 

Raymond W. Smith 
Vice President. 
AcetyJeldc Derivatives 

Richard L.. Toma 
Vice President , 
Manufacturing 

Ge,raid R 'Whitmore 
Vice President , 
Hu.ma.n Resouroes 

Joel A. Asen 
Senlor Vice President 
'D'eosury and Busin,ess 
DeveJopment 

lrvi ng Kagan 
Senior Vice President. 
Gene'ro'l Counsel. fltl€! 

Secretary 

kaymond ' · Lacroix 
SenJor Vke President und' 
Chief Ffna ncJal Officer 

Matthew L. Gooby 
Vice President. 
Monogemenr Information 
Sysrems · 

Bernard t . Kapell 
Vice President. 
Tuxatlon 

Fr.mk E. Sheeder. Jr. 
Vice President. 
fnle,rnaaianol 

lames J. Strupp 
Vice Presidenl, 
Hurnnn Resources 

-· _;., I ""! 

"' I 
~ 

I 

I 

1 
I J 

~~~- ~ 

Heinn F. Tom{ohnle. ru I 
I 

r 

12J 

G-I_EPA002111 0 



w . ! r II· • 1•111 • • ,, · ·.! • •• I• II' l•ll tllld r ll o l t ,., II 1\1 II'!! I~ ' I wu,l lu •• u u ... ud · 
l • :~·rr I I •• 1 I .n! 11 1 • '•Holl l'. !llt•Hld ' ll"rt' rnr,. d tif'l• r 1 l l•ml./ 1 l .tlll'dl •" 
I ' ' I: • • f '·••'drll•lf 1111: .llr<P r• ).; ot · ·: 

\ ).11 lu•n. I· j,.ld 
\ I• ' · Jt • ., h • II 

lllh I "'' It• 
\ UH'.!•'' " 

"' II It I •JIIJ,JII 
l't' 4 f• • u 1• 1 I,. II rod Ill hl"!• 'l 

J;, .J I II 

J 111 " '. 

I~·· ,,.p \ '·""d uo~ll 
.• l 't•· Jd•·ll I IIIIHUI 

lrt '•Ill!' • • 
, , dl1 1111 l I il \ 1111..:<'11 

\ I•. I ' .• • .~. II f Ill II:U II "'' 

/ '• • ,.,,.,. • • rr .j fi· "•H• l• 
• 1 I, • •Itt • 11 'I 

:.: 1 I l•m•• ·1 Slu 11,111 

l•"f ''• •.I' I1 rlu1 ~ ... 

G-1 EPA0021111 



. --
.,. , 

C«•qwr:t l • Of lk c.-. 
1361 Alps Road 
Wayne. New Jersey07470 

Unmt' ., ll 

' . 

GAF Corporation's plants, re earch 
laboratories, and sales offices are 
located throughout the 
United States. 

Ch mir a l -

~ nul a ·turing 
Alabama-Huntsville 
Kentucky-Calvert Cily 
Missouri-Annapolis 
New Jersey-Bound Brook 
New Jersey-Linden 
Pennsylvania-Blue Ridge Summit 
South Carolina-Spartanburg 
Texas Seadrift 
Texas-Texas City 
Wisconsin-Pembine 

Salt!. 
California-Irvine 
lllinois·.Lombard 
New Jersey-Linden 
North Carolina-Cbarloue 
Ohio-Cincinnati 
Pennsylvan.ia-King of Prussia 
Texas.-Arlington 

Re~ ·an.h ~ Df•H:Iupnll .tsl 
Maryland-Hagerstolvn 
, e\v J·ersey-Wayne 

Uui ld i n ~ .\I a I : ial ... . 
\J,mul.u turin~ 
Alabama-Mobi1e 

California-Fontana 
Ca~ifornia-lrwindale 
Florida-Tampa 
Georgia-Savannah 
Indiana-Mount Vernon 
Maryland-Baltimore 
Massachusetts-Millis 
Minnesota-Minneapo,Jis 
Pennsylvania-Erie 
South car-olina-Chester 
Tennessee-Nashville 
Texas-Dallas 

Salt!s 
Alabama·Mobile 
California-Fontana 
Florida-Thmpa 
Georgia-Savannah 
lndtana-Mouot Vernon 
M .. ssachusetts-MiUis 
Minnesota-Minneapolis 
New Jersey-South Bound Brook 
Pennsylvania-Erie 
Texas-Dallas 

Ke. ean:h .,. Dm·t•lopmt!UI 
New jersey-Wayne 
Tennessee-Nashville 

llllt!nwliunal 
GAF Corporation's major marketing 
and service facilities are located 
throughout the world. 

J·:m op •;ut R ~ ion 

Great Britain, Esher-Headquarters 
Aus~ria-Vienna 
Belgium-Sint NikJaas 
France-Paris 

Great Britain-Manchester 
l.taly-Milan 

-, 
Netherlands-Schiedam 
Spain-Barcelona 
Swedten-fohannUcs hov i(headquarters 

for No·rden countries) 
Switzerland-Zug 
West Ger:many-F.recben 

W :sl r. rn I ( emis.plu:n~ R•:gio n 
New Jersey, Wayne-Headquarters 
Brazil-Sao Paulo 
Canada·Mississauga, Ontario 
Canada-Ville St. La.urenl. Quebec 
Mexico-Mexico f;ity 
Puerto Rico·Carolina 

1\ . ia·l'adfl . R •iun 
Republic or Singapore., 

Singapore-Headquarters 
Australia-Sydney 
Australia-Melbourne 
Japan-Tokyo 
New Zealand-Auckland 
Republic of Singapore·Singapore 

l it\F Brwu k aslit l!ot Coru11• ny, lm:. 

New York, New York 

Subsidiary: 
GAF Insurance, Ltd. 
Hamilton,. Bermuda 

Afflliote: 
GAF/Hu)s Chemle GmbH 
Marl. West Germany 
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Annual Meeting ~. he 1987 Annual Meeting of Shareholders will be held at 9 a.m., 
Monday AprU '!.7, at: 
Century Plaza Hotel 
Westside Room 
2025 Avenue of the Stars 
Century City, Los Angeles, California 90067 

Form t OK A copy of the Company 's Annual Report on Form 10K, as fi led 
with the Securities and Exchange Commission, may be obtained 
free of charge by writing to : 
GAF Corporation 
Corporate Alfairs Department 
1361 Alp Roacl 
Wayne. ew Jersey 07470 
(201] 628-3000 

Dividend Reinvestment Service GAF offer holders of its common stoc k tr e opportunity to buy 
add itional shares through an. automat ic dividend reinvestment 
service, administered by Morgan Shareholde- Services lhlst 
Compan . For further details con1Rct : 

Stock Tran.fifer Agent 
and Registrar 

Morgan Sh reholder Services Trust Company 
30 West Broadway 
New York, New York 10007 

GAF Corporation's common stock is listed on the ew York Stock 
Exchang (symbol : .. GAF"). 

Morgan Shareholder Services Trust Company 
30 '.Vest Broadway 
New York. New York 10007 
[212 ) 587-6515 

• GJ\F CorpQriiU in l!:l fP 
Pn nle<:J m l f!;A 
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